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Food  and  Nutrition  Service 
7  CFR  Parts  271,  272,  275 
[Arndt  No.  160] 

Food  Stamp  Program— Performance 
Reporting  System 

agency:  Food  and  Nutrition  Service, 
USDA. 

ACTION:  Final  rule. 

summary:  This  Hnal  rulemaking  sets 
forth  the  requirements  for  establishment 
of  the  Performance  Reporting  System 
under  the  Food  Stamp  Act  of  1977.  This 
rulemaking  establishes  the  requirements 
that  State  agencies  must  meet  regarding 
administration,  conducting  management 
evaluation  (ME)  reviews,  data  analysis 
and  evaluation,  corrective  action,  and 
reporting  as  part  of  the  Performance 
Reporting  System,  Part  271  of  the  final 
regulations  published  October  17, 1978, 
is  amended  in  this  rulemaking  to 
incorporate  definitions  into  §  271.2 
related  to  the  system.  The  final 
regulations  published  August  3, 1979  are 
also  amended  to  correct  a  minor 
oversight  in  those  regulations,  finally, 
these  regulations  establish  the 
requirements  for  Federal  monitoring  and 
determining  States'  program 
performance. 

EFFECTIVE  DATE:  April  10,  1980. 

FOR  FURTHER  INFORMATION  CONTACT: 

Alberta  Frost,  Deputy  Administrator  for 
Family  Nutrition  Programs,  Food  and 
Nutrition  Service,  USDA,  Washington, 
DC  20250  (202)  447-8982. 

SUPPLEMENTARY  INFORMATION: 

Introduction 

On  April  10, 1979  (44  FR  21504),  the 
Department  published  a  comprehensive 
and  detailed  proposal  concerning 
establishment  of  a  Performance 
Reporting  System  under  the  Food  Stamp 
Act  of  1977.  This  proposal  encompassed 
all  aspects  of  the  Performance  Reporting 
System  (PRS)  including  the  requirements 
for  conducting  quality  control  (QC) 
reviews.  The  Department  issued  final 
regulations  for  QC  on  August  3, 1979  (44 
FR  45880),  as  it  was  determined  to  be  in 
the  public  interest  to  expedite 
implementation  of  this  aspect  of  the 
PRS. 

The  Department  invited  public 
comment  on  the  various  provisions  of 
the  proposed  PRS  regulations.  This 
preamble  addresses  the  comments 
received  during  the  comment  period 
(excluding  those  comments  pertaining  to 
QC  reviews).  Of  the  97  parties 
commenting  upon  the  April  10  proposal, 
47  were  State  agencies,  24  were 


advocacy  groups,  and  the  remainder 
represented  local  agencies,  legal  groups. 
Federal  government  agencies,  or 
individuals. 

The  reasons  for  significant 
modifications  to  the  April  10  proposal, 
or  reasons  why  suggested  modifications 
were  not  made,  are  addressed  in  some 
detail.  The  reasons  supporting  retention 
of  certain  provisions  of  the  April  10 
proposal  may  be  found  in  the  preamble 
accompanying  that  rulemaking. 
Consequently,  a  clear  understanding  of 
the  rationale  behind  the  provisions  of 
this  preamble  may  require  referencing 
the  April  10, 1979  proposed  regulations 
(44  FR  21504). 

The  Department  considered  each 
comment  received  and  sought  to  use 
commenters’  recommendations 
whenever  possible.  However,  a  small 
number  of  comments  had  no 
justification  for  their  recommendation, 
exhibited  some  misunderstanding,  or 
commented  on  a  highly  technical  aspect 
of  the  system  which  would  be  addressed 
in  instructions  or  handbooks.  These 
comments  are  not  addressed  in  this 
preamble,  though  the  latter  type  will  be 
considered  in  the  development  of 
operating  guidelines. 

Definitions 

As  a  result  of  changes  made  in  these 
regulations  regarding  States  conducting 
ME  reviews,  the  definitions  for  “large 
project  area”  and  “small  project  area” 
have  been  revised,  a  new  definition, 
“medium  project  area,”  has  been  added, 
and  the  term  “biennial  review  period” 
has  been  deleted.  Also,  the  definition  for 
“negative  case”  has  been  modified  to  _ 
correct  an  oversight  by  replacing  the 
phrase"*  *  *  sample  month  *  *  *” 
with  “review  period.” 

Implementation 

The  Department  received  21 
comments  on  the  proposed  October  1, 
1978  implementation  date  for  the 
Performance  Reporting  System.  All  but 
two  of  the  commenters  objected  to  the 
October  1  date,  for  a  variety  of  reasons. 
While  the  October  1  date  is  obviously 
no  longer  an  issue,  commenters’ 
concerns  were  carefully  considered 
when  the  Department  developed  the 
final  implementation  dates.  In  general. 
State  agencies  commenting  on  the 
proposed  implementation  date 
expressed  concerns  over  staff  increases, 
budgetary  limitations,  and  the  need  for 
instructional  material  well  before 
implementation.  Commenters 
recommended  that  States  be  given  fi'om 
2  to  5  months  after  forms  and 
handbooks  are  provided  to  begin  review 
activity. 


The  Department  believes  that  the 
modifications  to  the  final  regulations 
fitim  those  proposed  will  significantly 
reduce  the  anticipated  worUoad 
increases  and  that  States  should  have 
enough  staff  from  the  previous  review 
system  to  meet  the  requirements  of 
these  regulations.  Further,  since  the 
quality  control  system  was  implemented 
October  1, 1978,  extra  staff  time  can  be 
concentrated  upon  implementation  of 
these  regulations  exclusively.  Therefore, 
the  Department  believes  90  days  to  be  a 
reasonable  time  period  for 
implementation  of  the  ME  review 
system.  However,  the  Department 
recognizes  the  need  for  instructional 
material,  including  handbooks  and 
recommended  forms,  and  plans  to 
supply  States  with  this  material  in 
sufficient  time  to  implement  the  ME  and 
corrective  action  components  of  the 
PRS. 

States’  corrective  action  plans  are  due 
within  90  days  of  publication  of  these 
regulations  which  should  allow  States 
si^icient  time  to  evaluate  current 
problems  and  develop  quality  corrective 
action  plans.  States  have  been  allowed 
to  designate  interim  Performance 
Reporting  System  Coordinators  and 
entities  for  corrective  action  imtil 
October  1, 1980  in  recognition  of  the 
time  it  may  take  for  some  States  to 
implement  these  requirements.  This  is 
intended  to  allow  States  additional  time 
to  study  their  needs  and/or  organize 
themselves  in  a  manner  which  will 
conform  to  these  regulations. 

General  Concerns  on  Performance 
Reporting  System 

The  Department  received  numerous 
comments  expressing  general  opinions 
on  the  scope  of  the  proposed 
rulemaking.  While  several  commenters 
approved  of  the  regulations  as  a  whole, 
others  stated  that  the  Department  had 
exceeded  the  authority  delegated  by  the 
Act,  that  too  much  emphasis  was  being 
placed  on  identifying  deficiencies  and 
not  enough  on  improving  the  program 
and  that  the  system  would  prove  to  be 
very  costly  to  States.  A  few  commenters 
also  noted  that  some  States  could  have 
difficulty  obtaining  necessary  funding  in 
time  to  implement  these  provisions. 

The  Department  recognizes  that  the 
scope  of  ^e  Performance  Reporting 
System  has  been  expanded  in  these 
regulations.  However,  the  Act  places 
increased  emphasis  on  the  identification 
and  correction  of  deficiencies,  and 
Congress  has  repeatedly  expressed  its 
desire  that  the  administration  of  the 
Food  Stamp  Program  be  improved.  Since 
the  system  described  in  the  PRS 
regulations  represents  a  feasible  means 
of  accomplishing  these  goals,  the 
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Department  does  not  consider  that  the 
mandates  of  the  Act  have  been 
exceeded.  By  the  same  token,  it  would 
not  seem  possible  for  States  to  improve 
their  programs  without  identifying 
accurately  the  nature  and  extent  of  all 
deficiencies.  Moreover,  these 
regulations  also  describe  in  detail  the 
corrective  action  process  designed  to 
improve  States'  programs. 

Finally,  the  Department  realizes  that 
some  States  may  need  to  increase  their 
expenditures  for  performance  reporting 
in  order  td  comply  with  these 
regulations.  However,  these  regulations 
represent  the  minimum  which  States 
must  do  to  maintain  acceptable 
programs.  By  complying  i^th  these 
regulations.  States  save  money  now 
being  lost  and  will  better  serve  their 
clients,  the  Department  considers  that 
these  advantages  justify  whatever 
increases  States  might  have  to  make  in 
PRS  expenditiu^s.  'Hie  Department  also 
recognizes  that  some  State  agencies  will 
not  be  able  to  request  additional  funding 
immediately.  The  majority  of  PRS 
requirements,  however,  can  be 
implemented  without  hiring  new  staff. 
For  example,  the  State  Welfare 
Commissioner  could  delegate  the 
authority  to  act  as  organizational  entity 
to  effect  corrective  action  to  an 
individual  or  group  of  individuals  within 
the  Commissioner’s  Office.  In  many 
cases,  then.  States  may  be  able  to 
comply  with  these  requirements  without 
immediately  receiving  increased  funds 
fi'om  their  legislatures.  For  these 
reasons,  the  Department  is  not  providing 
waivers  for  implementation  of  these 
requirements  within  the  prescribed  time 
limits. 

The  Department  also  received 
numerous  comments  citing  perceived 
duplication  between  quality  control 
reviews  and  management  evaluation 
reviews.  The  Department  emphasizes, 
however,  that  the  two  reviews  measure 
different  aspects  of  the  Food  Stamp 
Program.  Quality  control  reviews 
measure  the  validity  of  a  State’s 
caseload  over  a  six-month  period  and 
are  concerned  primarily  with  eligibility 
criteria,  such  as  household  income.  FNS 
needs  this  informatipn  to  develop 
effective  policies  at  both  the  State  and 
national  levels  for  dealing  with 
certification  practices  wMle  States  must 
have  this  data  for  State  level  corrective 
actions.  Management  evaluation 
reviews,  on  the  other  hand,  }rield 
specific  information  about  the  way 
individual  project  areas  observe 
procedural  requirements,  such  as 
processing  standards.  Because  these 
requirements,  as  well  as  such 
responsibilities  as  outreach,  complaints 


and  accoimtability  for  the  billions  of 
dollars  of  food  coupons  entrusted  to 
project  areas,  are  not  reviewed  by  QC. 
this  information  is  available  only 
through  ME  reviews.  Moreover,  without 
project  area  ME  reviews.  States  would 
have  virtually  no  way  of  determining 
whether  corrective  action  is  needed  at 
the  project  area  level  or.  once  initiated, 
is  being  successful.  The  Department 
considers,  therefore,  that  both  reviews 
should  be  retained. 

Administration 

Scope  and  Purpose.  The  Food  Stamp 
Act  of  1977  provides  for  the  Secretary  to 
establish  standards  for  the  efficient  and 
effective  administration  of  the  Food 
Stamp  Program  by  the  States.  In 
proposed  Remaking  published  on  April 
10, 1979,  the  Department  proposed  to 
define  these  “standards”  as  all  program 
requirements  set  forth  in  the  Food 
Stamp  Program  regulations.  To 
determine  how  efficiently  and 
effectively  States  operate  the  program 
and  to  ensure  compliance  with  program 
requirements,  the  Department  also 
proposed  that  each  State  agency  shall 
have  a  system  for  monitoring  and 
improving  its  administration  of  the 
program  and  shall  be  responsible  for 
reporting  on  its  administration  to  FNS. 
Furthermore,  the  Department  proposed 
that  if  a  State  fails  without  good  cause 
to  meet  any  program  requirements  or  to 
carry  out  the  approved  State  plan  of 
operation  (of  wUch  the  State  corrective 
action  plan  is  a  part),  the  Department 
shall  suspend  and/or  disallow  firom  the 
State  such  funds  as  are  determined  to  be 
appropriate.  Finally,  this  segment  of  the 
proposed  regulations  described  the 
provision  in  the  Act  authorizing  the 
Secretary  to  increase  the  Federal.share 
of  all  administrative  costs  fi'om  50 
percent  to  60  percent  for  those  State 
agencies  whose  cumulative  allotment 
error  rate  with  respect  to  basic  program 
eligibility,  overissuance  and 
underissuance  of  coupons  as  determined 
by  quality  control  is  less  than  5  percent, 
file  proposed  rulemaking  also  stipulated 
that  State  agencies  whose  cvunulative 
allotment  error  rate  is  5  percent  or  more 
shall  specify  and  carry  out  corrective 
action  to  reduce  errors. 

The  Department  received  31 
comments  on  these  provisions,  most  of 
which  opposed  one  or  emother  aspect  of 
the  proposal.  Some  commenters 
expressed  disappointment  that  proposed 
sanction  regulations  had  not  been  issued 
at  the  same  time  in  order  that  they  might 
be  reviewed  for  potential  impact  on 
these  regulations.  In  this  case,  however, 
the  availability  of  additional  regulations 
was  not  essential  to  informed  comment 
on  the  proposed  PRS  rulemaking.  The 


proposed  rulemaking  for  Section  276 
(published  on  November  9, 1979)  is 
concerned  with  the  process  which  will 
be  used  to  suspend  and/or  disallow 
funds  once  the  decision  to  suspend  and/ 
or  disallow  has  been  made.  Section  276 
is  not  intended  to  elaborate  on  the 
factors  taken  into  accoimt  when  the 
decision  is  made.  The  Department  does 
not.  therefore,  consider  that  commenters 
have  been  prevented  from  considering 
the  proposed  ndemaking  adequately. 

Many  commenters  took  exception  to 
the  suspension/disallowance  of 
administrative  funds.  One  noted  that 
withholding  funds  would  not  help  to 
improve  a  State’s  program,  while  others 
suggested  that  FNS  should  do  more  to 
encourage  compliance  positively.  In 
general,  these  commenters  were 
concerned  that  FNS  would  impose  fiscal 
sanctions  in  an  arbitrary  and  capricious 
manner.  Along  these  lines,  some 
commenters  recommended  that  this 
passage  be  modified  to  provide  for 
allowing  a  State  to  protest  or  rebut  a 
warning  or  penedty  before  funds  are 
suspended.  Still  other  commenters 
opposed  certain  terms  included  in  the 
proposed  rulemaking.  One  thought  the 
terms  “non-compliance”,  “good  cause” 
and  “negligence”  should  be  defined, 
while  another  protested  what  he 
regarded  as  the  substitution  of  the 
concept  of  “good  cause”  for  the  former 
language  dealing  with  gross  negligence. 
One  commenter  maintained  that  the 
proposed  regulations  misconstrued  and 
exceeded  the  provisions  of  the  Act  and 
urged  the  Department  to  take  a 
reasonable  view  of  what  constitutes  a 
good  faith  effort.  This  commenter  also 
asked  that  the  Department  withdraw  the 
provision  specifying  that  States  must 
adhere  to  all  program  requirements. 
Finally,  one  commenter  offered  the 
interpretation  that  the  proposed 
regulations,  as  written,  would  not 
prohibit  immediate  suspension  of  funds 
for  non-compliance;  and  another,  though 
generally  approving  of  the  provision, 
considered  that  FNS  should  include  a 
method  for  consiuner  (i.e.,  participant) 
participation  in  sanction  decisions. 

The  Department  wishes  to  emphasize 
at  the  outset  that  there  is  no  intention  to 
impose  sanctions  arbitrarily  and 
capriciously.  As  explained  in  the 
preamble  to  the  proposed  rulemaking, 
the  Department  will  continue  to  warn 
State  agencies  informally  and  formally 
of  non-compliance  with  program 
requirements  (as  was  done  under 
provisions  of  ffie  1964  Food  Stamp  Act) 
and  will  provide  States  with  the 
opportunity  to  take  corrective  action 
prior  to  suspending  and/or  disallowing  i 
Federal  administrative  funds.  This 
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policy  was  emphasized  in  the  April  10 
preamble,  which  also  quoted  the  House 
Report  on  the  subject  of  withholding 
funds  as  follows:  “This  penalty  is 
intended  to  provide  a  significant 
fintincial  incentive  for  States  to  improve 
overall  program  management  but  the 
Committee  recognizes  the  self-defeating 
nature  of  precipitously  removing  Federal 
administrative  funds.  Therefore,  the 
Committee  expects  that  there  would  be 
opportunity  for  the  States  to 
demonstrate  “good  faith"  efforts  at 
accomplishing  their  plans  before  funds 
would  be  reduced.”  [Report  95-464  on 
H.R.  7940,  June  24, 1977,  pp.  362-363.) 

The  April  10  preamble  further  noted 
that  in  determining  “good  cause”  for 
States'  non-compliance  with  program 
requirements,  the  Senate  indicated  that 
the  Department  should  look  for 
circumstances  beyond  the  State's 
control,  such  as  natural  disaster.  The 
Committee  specified,  however,  that 
political  or  fiscal  problems  must  be 
considered  within  the  State’s  control. 
“When  a  State  agrees  to  participate  in 
the  Food  Stamp  Program,  it  does  so 
voluntarily,  knowing  full  well  that  in 
agreeing  to  operate  the  program,  it  also 
agrees  to  follow  Federal  guidelines.” 
(Congressional  Record-Senate,  May  24, 
1977,  S8459.)  The  Department  considers, 
therefore,  that  additional  definition  of 
“good  cause”  is  not  needed;  the  term 
has  been  appropriated  fi'om  Section 
16(b)  of  the  Act  and  does  not  replace  the 
provisions  formerly  in  effect  for  gross 
negligence.  Proposed  regulations 
treating  the  negligence  provision  of  the 
Act — Section  11(h) — ^were  published  on 
November  9, 1979. 

With  respect  to  program  standards, 
there  is  no  indication  in  the  Act  or  in  the 
legislative  history  that  Congress 
intended  States  to  be  responsible  only 
for  certain  standards.  In  fact.  Section 
16(b)  of  the  Act  specifically  requires 
fiscal  sanctions  “if  the  Secretary  finds 
that  a  State  has  failed  without  good 
cause  to  meet  any  of  the  Secretary’s 
standards  *  *  *”  (emphasis  added). 

The  Department  considers  it  reasonable 
to  interpret  the  term  “standards”  as  all 
requirements  set  forth  in  the  regulations 
implementing  the  Food  Stamp  Act.  In 
view  of  the  foregoing,  therefore,  the 
Department  is  publishing  this  portion  of 
the  Performance  Reporting  System 
regulations  as  proposed. 

With  regard  to  enhanced  funding,  the 
Department  received  eight  comments, 
most  of  which  opposed  the  rulemaking. 
Some  commenters  believed  additional 
criteria,  such  as  percentage  of  eligible 
households  being  reached,  should  be 
met  before  States  received  enhanced 
funding.  Other  commenters,  however, 


considered  the  tolerance  level  to  be 
arbitrary  and  capricious.  In  view  of 
these  comments,  the  Department  is 
specifying,  as  in  the  preamble  to  the 
proposed  rulemaking,  that  this 
reg^atory  provision  has  been  taken 
directly  from  the  Food  Staunp  Act  of 
1977 — Section  16(c).  No  revision, 
therefore,  can  be  made  to  the  proposed 
rulemaking. 

State  Agency  Responsibilities. 
(Establishment  of  the  Performance 
Reporting  System).  In  the  proposed 
rulemaking,  the  Department  stated  it 
would  continue  to  require  States  to 
maintain  Performance  Reporting 
Systems  consisting  of: 

(1)  Collection  of  data  through 
management  evaluation  (ME)  and 
quality  control  (QC)  reviews,  (2) 
analysis  and  evaluation  of  data  from  all 
sources,  (3)  corrective  action  planning, 
(4)  corrective  action  implementation  and 
monitoring  and  (5)  reporting  on  program 
performance.  To  ensure  the  proper 
functioning  of  this  system,  the 
Department  further  proposed  to  require 
States  to  designate  a  full-time  PRS 
coordinator  (unless  the  State  could 
demonstrate  that  a  part-time 
coordinator  can  effectively  fulfill  the 
responsibilities  of  the  position)  and  to 
designate  an  organizational  entity  at  a 
level  of  authority  to  effect  corrective 
action  at  both  the  State  and  the  project 
area  level. 

The  Department  did  not  receive  any 
comments  concerning  the  requirement 
for  a  Performance  Reporting  System. 
However,  34  comments  were  received 
on  the  proposal  for  a  PRS  coordinator 
and  22  comments  were  received  on  the 
proposed  organizational  entity  to  effect 
corrective  action.  In  general,  most 
commenters  opposed  one  or  another 
aspect  of  the  requirement  for  a  PRS 
coordinator.  Several  commenters  felt 
FNS  was  making  an  unwarranted 
intrusion  into  States’  organizational 
structures,  while  others  raised  specific 
concerns  based  on  the  size  of  given 
States  or  the  decentralized  organization 
adopted  by  some  States.  On  the -other 
hand,  a  considerable  body  of  comments 
opposed  waivers  of  the  requirement  that 
such  a  position  be  full-time  and 
recommended  certain  specific  criteria 
which  would  have  to  met  before  a 
waiver  could  be  granted. 

The  Department  considered  all 
comments  carefully  but  has  decided  to 
make  no  change  to  this  passage.  If  the 
Performance  Reporting  System  is  to 
function  efficiently  and  effectively,  the 
activities  of  the  various  system 
components  must  be  coordinated.  While 
FNS  has  no  desire  to  dictate  the  internal 
structiue  of  any  State’s  organization,  it 
is  reasonable  to  require  that  certain 


personnel  be  employed  to  ensure  that 
the  State  meets  its  responsibilities  in  a 
given  program  area.  For  instance,  FNS 
has  established  specific  personnel 
requirements  for  outreach,  including  a 
full-time  coordinator,  without  usurping 
State  prerogatives.  Requiring  a  full-time 
PRS  coordinator  is  equally  necessary 
and  will  not  result  in  imdue  interference 
with  States’  organizations. 

The  Department  does  not,  however, 
concur  with  those  comments  urging  no 
exceptions  to  the  full-time  requirement 
or  suggesting  that  guidelines  for  such 
waivers  be  established  in  the 
regulations.  The  possibility  of  such  a 
waiver  was  included  in  the  proposed 
regulations  and  is  retained  in  the  final 
regulations  because  in  some  situations  a 
full-time  person  may  not  be  necessary. 
For  example,  in  some  States,  review 
activities  for  a  number  of  programs, 
including  food  stamps,  are  coordinated 
by  one  person.  In  such  situations,  FNS 
could  waive  the  requirement  for  a  full¬ 
time  PRS  coordinator  for  food  stamps, 
provided  the  State  could  demonstrate 
that  all  responsibilities  established  in 
these  regulations  would  be  fulfilled.  The 
proposed  and  final  regulations, 
moreover,  make  approval  of  a  waiver 
contingent  upon  the  demonstration  that 
a  part-time  person  can  effectively 
coordinate  the  activities  of  the  system. 
The  regulations  also  clearly  place  the 
burden  of  proof  squarely  on  the  State. 
Therefore,  since  concerns  that  FNS 
would  routinely  approve  requests  for 
waivers  without  sufficient  justification 
are  not  well  founded  and,  since  adding 
specific  guidelines  would  restrict 
flexibility  to  no  practical  purpose,  this 
provision  has  been  retained  as 
proposed. 

Comments  on  the  proposed 
organizational  entity  for  corrective 
action  were  evenly  divided  between 
approving  and  disapproving.  Several 
commenters  again  raised  the  concern 
that  FNS  was  interfering  in  the  States’ 
organizations,  although  some  States 
approved  of  the  concept.  Other 
commenters  felt  the  regulations  should 
be  more  specific  about  the  source  of  the 
entity’s  authority,  should  require 
corrective  action  for  deficiencies 
identified  by  outside  monitoring  and 
should  permit  representation  on  the 
entity  by  advocates.  Finally,  several 
commenters  requested  clarification 
about  the  nature  of  this  entity 
(individual  or  group)  and  the 
relationship  between  this  entity  and  the 
PRS  coordinator. 

While  the  PRS  Coordinator  may  have 
overall  responsibility  for  corrective 
action  as  an  aspect  of  the  Performance 
Reporting  System,  it  is  possible  that  in 
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some  cases  the  coordinator  would  not 
have  authority  to  initiate  corrective 
actions  in  some  program  areas  (e.g.. 
computer  upgrading,  training, 
organization).  The  Department, 
therefore,  considers  it  necessary  that 
State  agencies  designate  an 
organizational  entity  to  be  responsible 
for  corrective  action.  This  entity  would 
have  full  authority  to  pleui,  implement 
and  monitor  all  corrective  actions 
underway  throughout  the  State.  As 
noted  in  the  preamble  to  the  proposed 
rulemaking,  in  the  past,  corrective  action 
plans  frequently  have  been  developed 
by  entities  with  little  or  no  authority  to 
effect  corrective  actions.  If  plans  are 
prepared  by  entities  with  full  authority 
to  initiate  a  broad  range  of  corrective 
actions,  these  plans  will  be  more 
relevant  to  identified  deficiencies. 

As  noted  above,  it  is  not  unreasonable 
for  FNS  to  require  States  to  designate  or 
establish  positions  to  deal  with  specific 
aspects  of  the  program.  This  particular 
provision  has  been  drafted  to  allow 
States  flexibility  in  accommodating  this 
entity  within  their  organizational 
structures.  ITiis  entity  could  be  either  an 
individual  or  a  group,  but  it  must  have 
authority  to  effect  corrective  action.  As 
suggested  in  the  preamble  to  the 
proposed  rulemaking,  the  State  Welfare 
Commissioner  may  wish  to  delegate  this 
authority  to  an  individual  or  group  of 
individuals  within  the  Commissioner's 
Office.  Also,  if  the  PRS  Coordinator  is  at 
a  sufficiently  high  level  of  authority,  this 
individual  could  be  or  could  direct  this 
entity.  In  either  event,  the  Department  is 
not  requiring  the  hiring  of  new  staff  to 
fulfill  this  requirement  Finally,  since 
this  entity  would  be  an  official  unit  of 
the  State  etgency  with  considerable 
authority  to  effect  changes  within  the 
agency,  it  is  not  possible  for  FNS  to 
require  representation  by  organizations 
not  answerable  to  the  State  agency.  For 
the  same  reason.  States  could  not  be 
required  to  accept  recommendations  by 
advocacy  groups.  States  may,  of  course, 
volimtarily  admit  representatives  of 
outside  groups  to  the  entity  and  follow 
advocates'  recommendations  if  they 
wish. 

Staffing  Standards.  The  proposed 
regulations  stipulated  that  State 
agencies  shall  employ  sufficient  State  . 
level  staff  to  perform  all  aspects  of  the 
Performance  Reporting  System.  The 
Department  further  proposed  that  QC 
staff  shall  have  no  prior  knowledge  of 
either  the  household  or  the  decision 
under  review  and  that  project  area  staff 
shall  not  be  used  to  conduct  QC  or  ME 
reviews  unless  FNS  has  granted  an 
exemption.  The  Department  received  26 
comments  on  one  or  another  aspect  of 


this  rulemaking,  most  of  which 
disapproved  of  the  proposal.  Several 
commenters  felt  that  the  regulations 
should  be  much  more  specific  in 
establishing  staffing  standards.  Others, 
however,  contended  that  FNS  should  not 
be  concerned  with  the  number  of  people 
employed  by  States,  and  a  third  group  of 
commenters  opposed  any  use  of  local 
staff  to  conduct  QC  or  reviews. 

As  noted  in  the  preamble  to  the 
proposed  rulemaking,  the  department 
intends  to  develop  more  detailed  and 
comprehensive  staffing  standards  in  the 
future,  after  appropriate  study.  Until 
such  standards  are  determined, 
however,  the  Department  considers  it 
desirable  to  allow  States  to  have 
flexibility  in  this  area.  Some  States  with 
relatively  small  staffs  nonetheless  have 
maintained  relatively  good  Performance 
Reporting  Systems.  For  the  time  being, 
therefore,  FNS  will  consider  States' 
compliance  with  this  requirement,  at 
least  in  part,  in  terms  of  their  ability  to 
operate  an  effective  Performance 
Reporting  System. 

With  respect  to  the  use  of  local 
personnel  on  QC/ME  reviews,  this 
passage  in  the  proposed  rulemaking 
represents  a  continuation  of  traditional 
FNS  policy  on  this  issue.  Contrary  to 
many  commenters’  interpretation,  this 
provision  does  not  categorically 
eliminate  the  use  of  local  staff.  It  does^ 
however,  limit  this  practice  by  requiring 
prior  FNS  approval,  by  specifying  that 
local  personnel  shall  not  be  permitted  to 
participate  in  ME  reviews  of  their  own 
project  areas,  and  by  prohibiting  prior 
knowledge  on  the  part  of  QC  reviewers 
of  cases  they  review.  Otherwise,  the 
Department  wishes  to  maintain  • 
flexibility  in  this  regard  and  considers 
that  as  long  as  people  do  not  review 
cases  or  project  areas  about  which  they 
have  prior  knowledge  or  involvement, 
there  is  no  reason  to  assume  bad  faith, 
lack  of  objectivity  or  ignorance  on  the 
part  of  these  people. 

Federal  Monitoring 

The  proposed  rulemaking  of  April  10. 
1979  identiffed  in  some  detail  those 
reviews  proposed  to  be  conducted  by 
FNS  in  monitoring  and  evaluating  the 
States'  operation  of  the  Food  Stamp 
Program  and  the  Performance  Reporting 
System.  The  Department  emphasized 
that  FNS  reviewers  would  consolidate 
these  reviews  to  the  maximum  extent 
possible  in  order  to  reduce  the 
frequency  of  entry  into  the  State  agency. 
The  Department  also  proposed, 
however,  to  continue  allowing  FNS 
Regional  Offices  to  conduct  additional 
reviews  when  warranted  to  examine  or 
reexamine  State  agency  or  project  area 
operations.  The  Department  further 


proposed  to  continue  requiring 
immediate  corrective  action  on  program 
or  system  deflciencies  detected  by  FNS 
reviews  which  do  not  require  extensive 
corrective  action.  All  other  deficiencies 
would  be  addressed  in  the  appropriate 
corrective  action  plan  within  60  days  of . 
receipt  of  the  findings. 

The  Department  received  35 
comments  on  the  general  monitoring 
regulations,  as  well  as  numerous 
specific  comments  on  each  of  the 
separate  monitoring  reviews  discussed 
below.  The  majority  of  the  comments 
opposed  the  proposal.  One  group  of 
commenters  felt  the  Department  should 
specify  the  conditions  under  which 
additional  reviews  would  be  conducted. 
Generally,  these  commenters  also 
wanted  FNS  to  increase  its  monitoring 
of  local  operations,  and  they  suggested 
that  one  factor  in  determining  whether 
additional  reviews  are  needed  should  be 
recipient/advocate  identification  of 
problems  or  excessive  hotline 
complaints.  Finally,  those  commenters 
generally  wanted  a  strict  definition  of 
how  long  States  have  to  take 
“immediate"  corrective  action,  and  one 
wanted  the  term  “long  range  analytical 
and  evaluative  measures"  defined. 

Other  commenters,  on  the  other  hand, 
considered  the  proposed  Federal 
monitoring  to  be  excessive.  These 
commenters  tended  to  object  to 
additional  reviews  and  felt  60  days 
would  not  be  enough  time  to  develop 
proper  corrective  action.  Finally,  some 
commenters  raised  technical  points 
about  the  nature  of  corrective  action 
under  the  proposed  system.  Most  of 
these  concerns  will  be  treated  in  the 
discussion  of  corrective  action  below. 

While  the  Department  recognized  the 
concerns  of  commenters,  no  changes 
have  been  made  to  the  introductory 
paragraph  except  to  emphasize  that 
corrective  action  is  to  be  developed 
within  60  days  of  receipt  of  findings 
from  a  Federal  review.  This  change  was 
made  so  that  this  passage  would  be 
consistent  with  others  dealing  with 
corrective  action.  Since  the  Department 
is  anxious  to  maintain  as  much 
flexibility  as  possible  it  is  not  feasible  to 
state  exactly  when  additional  reviews 
would  be  warranted.  For  the  same 
reason,  it  is  not  possible  to  be  more 
specific  about  terms  such  as 
“immediate’iOT  “long  range  analytical 
and  evaluative  measures.”  There  will  be 
occasions  when  a  deficiency  involving 
an  isolated  casefile  can  be  corrected  by 
immediate  adjustmeftit  or  the  filing  of  a 
claim.  In  such  cases,  the  State  should 
act  immediately.  Much  of  the  emphasis 
on  corrective  action,  however,  is  being 
placed  on  underlying  deficiencies  which 
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require  analysis  and  evaluation.  Since 
the  kind  of  analysis,  like  the  actual 
corrective  action,  will  depend  on  the 
nature  and  extent  of  the  problem,  the 
Department  cannot  define  the  term  more 
precisely.  Finally,  with  the  exception  of 
specifying  that  reviews  of  corrective 
action  will  be  made  semiannually,  the 
proposed  regulations  do  not  increase  the 
levd  of  Federal  monitoring  fi-om  what  it 
had  been  under  the  1964  Act  and 
regulations.  Since  the  new  corrective 
action  system  necessitates  additional 
monitoring,  this  slight  increase  is 
justified.  Therefore,  the  proposed 
rulemaking  has  not  been  changed  in  this 
regard. 

Reviews  of  State  Agencies' 
Administration/Operation  of  the  Food 
Stamp  Program.  The  Department 
proposed  Aat  FNS  continue  to  conduct 
reviews  of  those  Food  Stamp  Program 
operations  performed  at  the  State 
agency  level,  including  an  examination 
of  those  functions  performed  at  the  State 
level  such  as  certification  and  issuance 
procedures,  training,  bilingual  services, 
outreach,  complaint  procedures,  fi'aud, 
and  other  areas  identified  in  the  Food 
Stamp  Regulations.  The  Department 
received  six  comments,  one  of  which 
approved  of  the  proposal  as  written,  and 
five  of  which  recommended 
modifications.  One  commenter  wanted 
FNS  to  concentrate  reviews  at  the  local 
level,  and  another  suggested  testing  fair 
hearing  and  fraud  decisions  for 
compliance  with  Federal  regulations. 
Another  commenter  recommended 
specifying  the  areas  of  such  reviews, 
and  one  suggested  that  States  might  be 
given  the  option  of  reviewing 
themselves. 

Since  this  passage  represents  a 
continuation  of  FNS  policy,  the 
Department  has  made  no  changes  in  the 
proposed  rulemaking.  States  are  already 
conducting  reviews  of  local  operations; 
therefore,  it  is  not  necessary  for  FNS  to 
duplicate  this  activity.  Moreover,  it 
would  not  be  appropriate  for  FNS 
reviewers  to  make  legal  judgments 
involving  fair  hearings  or  fraud  hearings. 
These  are  matters  of  law  and  must  be 
dealt  with  through  the  legal  process. 
Because  the  review  of  State  operations 
is  a  Federal  responsibility,  it  is  not 
possible  to  delegate  these  reviews  to  the 
States.  Finally,  the  specific  content  of 
these  reviews  will  be  dealt  with  in 
appropriate  detail  when  FNS  publishes 
handbooks. 

Review  of  State  Agencies' 

Performance  Reporting  Systems  (PRSJ. 
The  Department  proposed  to  continue 
reviewing  States’  quality  control  and 
management  evaluation  systems.  The 
annual  review  of  ME  would  include  an 


assessment  of  sampling  techniques  and 
data  collected  by  the  State  in  the  course 
of  its  reviews.  Four  commenters 
addressed  this  segment  of  the  proposed 
regulations;  all  of  them  opposed  the 
rulemaking.  One  felt  annual  reviews 
would  be  too  infi'equent  and 
recommended  monthly,  or  at  least 
quarterly,  reviews.  Another  wanted  FNS 
to  conduct  on-site  reviews  of  cases 
reviewed  by  States  (this  has  been  the 
practice  in  the  past  and  is  intended  to  be 
continued).  A  third  wanted  to  specify 
that  the  system  review  need  not  be 
limited  to  the  criteria  enumerated  in  the 
regulations,  and  a  fourth  noted  that  the 
assessment  of  the  State  agency’s  system 
for  data  analysis  and  evaluation  would 
more  properly  be  included  in  the  review 
of  the  State’s  corrective  action  process. 

It  is  neither  necessary  nor  feasible  to 
conduct  system  reviews  as  frequently  as 
the  above  commenter  suggested.  If  a 
State’s  system  is  functioning  properly, 
there  should  be  no  concern  that  the 
quality  of  data  will  fluctuate  from  month 
to  month.  Therefore,  the  fi'equency  of 
these  reviews  remains  unchanged  fi'om 
the  proposed  rulemaking.  In  response  to 
the  final  two  comments  above,  the 
Department  has  made  technical  changes 
and  has  shifted  the  review  of  data 
analysis  to  the  section  dealing  with 
corrective  action. 

Many  more  comments  (14)  were 
received  on  the  proposal  for  reviews  of 
QC  systems,  all  of  diem  opposing  one  or 
another  aspect  of  the  proposal.  The 
Department  proposed  to  continue 
conducting  semiannual  reviews  of  each 
State’s  QC  methods  and  procedures 
unless  the  FNS  national  office  grants  an 
exception.  Some  commenters 
recommended  that  authority  to  waive 
one  semiannual  review  rest  with  the 
Regional  Offices  and  not  with  the 
national  ofiice.  This  recommendation 
has  been  adopted  in  the  final 
rulemaking.  Another  commenter  wanted 
the  regulations  to  specify  that  reviews 
need  not  be  limited  to  criteria 
enumerated  in  the  regulations,  and 
language  to  this  effect  has  been  added 
to  Ae  final  rulemaking. 

Some  commenters  considered  that 
semiannual  reviews  are  not  really 
necessary,  while  others  felt  the 
regulations  should  specify  the  criteria 
used  to  determine  if  a  semiannual 
review  may  be  waived.  The  Department 
has  no  wish  to  conduct  imnecessary 
reviews,  but  it  is  important  to  conduct 
frequent  reviews  when  deficiencies  are 
identified  in  State  QC  systems. 

Therefore,  Regional  Offices  may  waive 
all  or  part  of  one  semiannual  review  per 
year  if  it  is  determined  that  one  annual 
system  review  is  sufficient  and  the  State 


is  currently  taking  adequate  steps  to 
correct  existing  system  deficiencies. 
Finally,  one  commenter  considered 
these  reviews  identical  to  the 
validations  of  error  rates  for  States 
claiming  enhanced  funding  (see  below). 
The  two  reviews  differ  in  that  these 
reviews  are  intended  to  determine 
whether  or  not  all  aspects  of  the  State’s 
QC  system  are  functioning  properly  but 
will  not  normally  include  independent 
reviews  of  enou^  active  cases  to  verify 
the  State’s  reported  error  rate. 

Review  of  State  Agencies'  Cumulative 
Allotment  Error  Rates.  The  Department 
proposed  to  monitor  the  cumulative 
allotment  error  rates  of  those  States 
claiming  enhanced  funding  because 
their  error  rates  are  below  5  percent. 
These  reviews  were  to  include 
validation  of  the  error  rate,  examination 
of  the  State’s  sampling  techniques  to 
ensure  that  the  procedures  have  been 
approved  by  FNS  and  determination  of 
the  State’s  completion  rate.  Validation 
reviews  would  replace  the  normal 
semiannual  reviews  in  those  States 
requiring  them.  The  Department 
received  eight  comments  on  this 
proposal,  all  of  them  negative. 

One  conunenter  objected  to  the 
waiver  of  full  system  reviews  in  these 
States  and  recommended  that  negative 
cases,  in  particular,  be  reviewed  by  FNS 
as  part  of  validation  reviews.  'The 
Department  agrees  that  negative  cases 
should  be  reviewed  periodically  and 
has,  therefore,  established  the 
requirement  that  FNS  review  this  aspect 
of  each  State’s  system  at  least  annually. 
If  negative  cases  have  been  reviewed 
for  the  six-month  period  prior  to  the  one 
in  which  the  State  claims  enhanced 
funding,  it  would  not  be  necessary  to 
review  negative  cases  in  addition  to 
validating  the  error  rate.  If,  however, 
these  cases  were  not  reviewed  in  the 
previous  six-month  period,  such  a 
review  shall  be  conducted  in  addition  to 
validating  the  State’s  error  rate. 
Moreover,  the  regulations  permit  FNS  to 
review  these  cases  or  any  other  aspects 
of  quality  control  whenever 
circumstances  warrant.  The  Department 
considers  that  this  policy  will  enable 
States  qualifying  for  enhanced  funding 
to  receive  it  as  soon  as  possible  while 
ensuring  that  no  aspect  of  a  State’s  QC 
system  will  be  unreviewed  for  long 
periods  of  time. 

Some  commenters  believed  the 
validation  of  reported  error  rates  to  be 
imjustified,  and  one  conunenter 
considered  that  the  practice  would 
constitute  harassment.  The  Department 
has  no  intention  of  denying  enhanced 
funding  to  eligible  States,  and  the 
Department  is  not  assuming 
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misrepresentation  on  the  part  of  State 
agencies  in  their  efforts  to  obtain  this 
funding.  As  noted  in  the  preamble  to  the 
proposed  rulemaking,  however,  the 
Department  is  aware  that 
misapplication  of  review  procedures  by 
individual  reviewers  could  have  a 
substantial  effect  on  a  State’s  true  error 
rate.  Therefore,  the  Department  has 
made  no  change  to  this  segment  of  the 
regulations  except  to  emphasize  that 
such  reviews  need  not  be  limited  to  the 
criteria  enumerated  in  the  regulations 
and  to  specify  that  these  reviews  will 
determine  whether  or  not  the  State 
adhered  to  its  FNS-approved  sampling 
plan. 

Assessment  of  Corrective  Action.  In 
the  April  10, 1979  rulemaking,  the 
Department  proposed  to  identify  the 
assessment  of  corrective  action  as  a 
separate  review  due  to  the  importance 
of  corrective  action  as  part  of  the 
system.  These  reviews  would  ensure 
that  all  deficiencies  are  identified  and 
analyzed  in  terms  of  causes  and 
magnitude,  all  deficiencies  are  included 
in  the  appropriate  corrective  action 
plan,  the  State  agency  is  implementing 
corrective  actions  as  indicated  in  the 
corrective  action  plan,  target  completion 
dates  are  being  met,  and  corrective 
actions  are  effective.  The  Department 
further  proposed  to  conduct  these 
reviews  at  the  State  agency,  project  area 
and  local  levels  and  to  review  the 
State’s  corrective  action  monitoring  and 
evaluation  efforts.  Finally,  in  order  to 
provide  States  and  FNS  with  an  early 
indication  of  problems  in  the  corrective 
action  process,  the  Department 
proposed  to  conduct  on-site  reviews  of 
selected  corrective  actions  at  least 
semiannually  or  as  frequently  as 
considered  necessary.  The  Department 
received  16  comments  on  this  proposal, 
with  opinion  evenly  divided  between 
approval  and  disapproval.  One  group  of 
commenters  approved  of  on-site  reviews 
but  was  concerned  about  the 
thoroughness  of  these  reviews.  Another 
commenter  was  concerned  about  the 
frequency  of  entry  into  the  State  agency 
and  recommended  that  the  regulations 
specify  the  criteria  for  determining  that 
reviews  be  conducted  more  frequently 
than  semiaimually.  Another  commenter 
wanted  less  frequent  reviews,  and 
another  wanted  FNS  to  advise  States  if 
they  are  within  tolerances  for  corrective 
action. 

This  segment  of  the  proposed 
regulations  was  drafted  to  allow  for 
maximum  flexibility  in  monitoring 
corrective  action.  While  all  reviews  will 
be  as  detailed  as  necessary,  the 
Department  considers  it  unprofitable  to 
specify  review  methods  since  these  will 


vary  depending  on  local  circumstances. 
For  the  same  reason,  it  is  not  possible  to 
specify  the  situations  under  which  FNS 
would  review  corrective  actions  more 
frequently  than  semiannually.  The 
frequency  of  review  would  be 
proportionate  to  the  seriousness  of  the 
deficiency  being  corrected.  On  the  other 
hand,  it  is  not  advisable  to  reduce  the 
semiannual  requirement  for  on-site 
reviews.  If  FNS  is  to  maintain  a  first 
hand  knowledge  of  each  State’s 
corrective  action  efforts,  it  is  necessary 
to  conduct  on-site  reviews  once  every 
six-month  period  at  a  minimum.  Finally, 
the  Department  wishes  to  emphasize 
that  the  purpose  of  the  semiannual  on-  * 
site  reviews  is  to  advise  States  if  their 
corrective  action  efforts  satisfy  FNS 
requirements.  To  this  end,  the  final 
regulations  specify  that  one  objective  of 
the  semiannual  review  is  to  determine 
the  effect  corrective  action  is  having. 

The  only  other  change  from  the 
proposed  rulemaking  has  been  to 
include  an  assessment  of  the  State 
agency’s  system  for  data  analysis  and 
evaluation  in  the  annual  assessment  of 
corrective  action. 

Record  Retention 

In  the  April  10, 1979  rulemaking,  the 
Department  proposed  to  continue 
requiring  States  to  maintain 
Performance  Reporting  System  records 
in  a  maimer  which  permits  ready  access 
to  and  use  of  the  records  for  audit  and 
other  subsequent  review  purposes.  This 
was  to  include  retaining  the  records 
without  loss  or  destruction  for  the  3-year 
period  required  by  §  272.1(f)  and  filing 
them  chronologically  in  an  orderly 
sequence.  The  Department  further 
proposed  to  define  PRS  records  as  the 
following:  information  used  in  data 
analysis  and  evaluation,  corrective 
action  plans,  corrective  action 
monitoring  records  and  ME  and  QC 
review  records.  ME  records  would 
include  documentation  of  review 
findings,  sources  from  which 
information  was  obtained,  procedures 
used  to  review  Food  Stamp  Program 
requirements  including  sampling 
techniques,  and  ME  review  plans.  QC 
records  would  include  Forms  FNS-245. 
Forms  FNS-248,  other  materials 
supporting  the  review  decision,  sample 
lists,  tabulation  sheets  and  semiannual 
reports.  Finally,  the  Department 
proposed  to  continue  requiring  States 
upon  request  to  submit  documented 
evidence  of  ME  review  findings  to  the 
FNS  Regional  Office  for  the  purpose  of 
evaluating  State  corrective  action  plans. 
Information  on  individual  households 
for  PRS  purposes  would  continue  to  be 
safeguarded  by  State  agencies  in 
accordance  with  subsection  11(e)(8)  of 


the  Food  Stamp  Act  of  1977  and  FNS 
policies  on  disclosure  of  information  for 
the  Food  Stamp  Program. 

The  Department  received  8  comments 
on  this  proposal,  most  of  which 
recommended  minor  technical 
modifications.  In  response  to  two 
commenters,  the  Department  is  no 
longer  requiring  that  system  records  be 
maintained  chronologically.  System 
records  may  be  retained  in  any  orderly 
sequence  so  long  as  they  are  readily 
available.  Also,  the  final  regulations 
include  sample  lists  among  the  ME 
records  required  to  be  retained. 

Management  Evaluation  Reviews 

Scope  and  Purpose.  TTie  proposed 
regulations  of  April  10, 1979  for  the 
management  evaluation  (ME)  subsystem 
received  relatively  heavy  comment  from 
States,  advocate  groups  and  other 
interested  parties.  WUle  comments 
reflected  a  mixecbreaction  to  the 
proposed  rulemaking,  some  general 
trends  or  concerns  can  be  identified. 
State  agencies,  in  general,  expressed 
concerns  over  the  increased  workload 
demanded  by  the  proposed  regulations 
and  criticized  several  technical 
provisions,  primarily  those  related  to  the 
proposed  random  sampling 
requirements.  Conversely,  advocate 
groups  were  generally  supportive  of  the 
proposed  regulations  but  believed  that 
final  rulemaking  should  be  more 
structured  and,  in  fact,  require  more 
activity  and  work  for  both  the  States 
and  FNS  in  this  review  system.  Clearly, 
these  two  postures  are  contradictory 
and  result  in  conflicting 
recommendations  on  specific  issues 
raised  by  the  proposed  rules.  While 
each  area  of  the  proposed  regulations 
which  received  comment  will  be 
addressed  in  this  preamble,  the 
following  may  be  helpful  to  interested 
parties'  understanding  of  the 
Department’s  general  position  in  the 
development  of  the  final  regulations. 

The  Department  believes  that  the  ME 
review  subsystem  has  the  potential  of 
supplying  all  levels  of  program 
management  with  the  most  useful 
information  for  corrective  actions,  which 
is  the  primary  purpose  for  the 
Performance  Reporting  System.  The 
reason  for  this  is  that  the  information 
gathered  through  ME  reviews  comes 
from  the  most  basic  levels  of  program 
operation:  Local  project  areas  and 
individual  offices.  While  the  quality 
control  subsystem  is  invaluable  in 
measuring  the  general  certification 
activity  in  a  State,  it  generally  does  not 
identify  specific  problems  by  individual 
project  areas. 

Therefore,  the  Department  has 
retained  the  general  thrust  of  the 
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proposed  rules.  However,  in  developing 
the  final  ME  regulations,  the  Department 
has  carefully  considered  all  comments, 
and  has  drawn  heavily  upon  the 
technical  expertise  offered  by  State 
agencies’  comments.  In  particular,  the 
Department  recognizes  States’  concerns 
over  problems  they  face  in  obtaining 
additional  resources  for  monitoring 
activities.  This  concern  is  particularly 
critical  to  the  ME  system  in  that  it  is  a 
relatively  new  system  (as  compared  to 
quality  control]  and  may  not  receive  the 
same  attention  as  well  established 
systems  would.  Thus,  the  final 
regulations  have  received  significant 
modification  from  those  proposed  aimed 
at  reducing  the  cost  to  States  without 
lessening  the  effectiveness  of  ME 
reviews.  Within  this  context,  it  is 
expected  that  States  would  obtain  or 
maintain  the  resources  necessary  to 
comply  with  these  regulations. 

Frequency  of  Review.  The  Department 
received  31  comments  on  this  provision 
of  the  proposed  regulations,  28  of  which 
opposed  the  proposed  review  frequency. 
Of  the  commenters  opposing  these 
provisions,  22  believed  that  small 
project  areas  should  be  reviewed 
annually.  Most  of  these  commenters 
were  advocate  groups  who  contended 
that  small  project  areas  have  as  many  or 
more  problems  than  large  project  areas 
and  that  two  years  is  too  long  a  period 
between  reviews.  Other  commenters 
believed  that  small  project  areas  should 
be  reviewed  less  often  to  conserve 
resources  for  use  in  large  project  areas 
where  participation  is  concentrated. 

The  final  regulations  have  been 
significantly  modified  from  the  proposed 
which  required  annual  reviews  for 
project  areas  issuing  more  than  $500,000 
monthly  and  biennial  reviews  for  all 
others.  The  final  regulations  divide 
project  areas  into  three  categories  which 
are  termed  small,  medium  and  large. 
Small  project  areas  are  those  with 
participating  caseloads  of  less  than  250, 
medium  are  those  with  caseloads  of  250 
to  7,000,  while  large  project  areas  are 
those  with  caseloads  of  more  than  7,000. 
Small  project  areas  are  to  be  reviewed 
once  every  3  years,  medium  once  every 
2  years  and  large  once  each  year 
beginning  with  implementation  of  the 
final  regulations.  As  discussed  under 
“Sampling”  in  this  preamble,  the 
sampling  procedures  of  the  regulations 
apply  to  all  large  project  areas  and 
those  medium  project  areas  with 
participating  caseloads  of  3,000  or  more 
while  less  structured  procedmes  are 
required  for  small  project  areas  and 
medium  project  areas  with  caseloads  of 
less  than  3,000. 
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The  new  review  periods  were  adopted 
in  response  to  the  above  comments  and 
reflect  a  desire  to  distribute  review 
resources  consistent  with  the  level  of 
activity  in  the  various  project  areas.  The 
final  regulations  define  project  areas  in 
terms  of  caseload  rather  than  issuance, 
as  this  is  a  somewhat  more  stable 
indicator  of  program  activity,  given  that 
the  average  allotment  per  household  is 
expected  to  continue  to  increase  in 
response  to  inflationary  pressures.  The 
250  and  7,000  definitions  for  medium 
and  large  project  areas  are  based  upon 
the  Department’s  analysis  of  the  current 
distribution  of  project  areas  by  caseload 
and  represent  an  approach  which  will 
meet  the  objective  of  distributing  review 
activity  as  evenly  as  possible.  While  the 
majority  of  project  areas  previously 
defined  as  small  will  now  be  medium 
project  areas,  some  will  be  reviewed 
less  often  as  small  project  areas  (once 
every  three  years  instead  of  every  two). 
This  effect  of  the  modified  review 
schedule  concerns  the  Department, 
given  commenters’  recomendations. 
However,  in  order  to  control  costs  but 
concurrently  strengthen  and  expand  the 
ME  system,  the  Department  believed  a 
trade-off  was  necessary,  and  this  policy 
would  direct  resources  where  they  will 
impact  the  greatest  number  of 
participants  and  also  have  the  greatest 
impact  on  program  costs.  However,  to 
ensure  adequate  review  coverage  in 
States  with  large  numbers  of  small 
project  areas,  the  Department  has 
limited  the  proportion  of  project  areas 
which  can  be  reviewed  once  every  3 
years  to  70  percent  of  the  State’s  total 
number  of  project  areas.  The  proportion 
above  70  percent  must  be  reviewed  on  a 
once  every  one  or  two  year  cycle.  For 
example,  if  a  State  has  100  project  areas, 
75  of  which  are  small,  five  of  the  small 
project  areas  must  be  reviewed  more 
frequently  than  once  every  three  years. 
States  have  been  given  the  option  of 
determining  which  small  project  areas 
will  be  reviewed  more  often  in  the 
above  circumstance. 

Under  the  new  review  cycles,  it  is 
estimated  that  over  95  percent  of  the 
food  stamp  population  will  fall  into  the 
medium  or  large  project  area  definition 
and  will  be  reviewed  once  a  year  or 
once  every  two  years.  The  new  review 
schedule  should  also  reduce  the  total 
number  of  required  reviews  by 
approximately  10  percent  annually. 

The  provisions  of  the  proposed 
regulations  which  allowed  States  to 
conduct  full  or  partial  ME  reviews  when 
information  is  needed  for  analysis  and 
corrective  action  also  received  a 
significant  number  of  comments.  Of  the 
21  comments  received,  19  opposed  the 
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provision  as  proposed.  Most  of  these 
believed  that  the  final  regulations 
should  be  modified  to  require  these 
reviews  when  some  specified  pattern  or 
defined  tolerance  is  found  or  exceeded. 
Other  commenters  felt  these  additional 
reviews  were  unnecessary  and/ or 
would  interfere  with  regular  review 
schedules. 

The  Department  has  retained  the 
provision  allowing  States  to  conduct 
additional  full  or  partial  ME  reviews, 
but  has  deleted  the  proposed 
requirements  that  States  develop  an  ME 
review  plan  and  use  an  approved 
worksheet  when  conducting  such 
reviews.  These  modifications  have  been 
made  to  give  States  the  flexibility 
intended  by  this  provision.  The 
suggestion  that  additional  ME  reviews 
be  required  was  not  adopted.  While 
States  are  required  to  take  additional 
action  in  these  circumstances,  there  are 
actions  other  than  ME  reviews  that  may 
be  appropriate  in  some  instances.  The 
Department  believes  that  the 
determination  of  when  an  additional  ME 
review  is  necessary  as  opposed  to  some 
other  form  of  activity,  should  be  dictated 
by  each  individual  situation  and  not 
based  upon  an  arbitrary  tolerance  or 
other  ill  defined  criteria.  The  basic 
requirement  here  is  that  States  do 
whatever  is  necessary  to  obtain 
information  for  acciuate  and  complete 
corrective  action,  including  on-site 
reviews  which  may  or  may  not  involve 
using  ME  review  procedures. 

A  third  area  of  concern  to  commenters 
in  this  area  of  the  proposed  regulations 
was  the  provision  that  FNS  could 
require  additional  ME  reviews.  Nineteen 
comments  were  received  on  this 
provision,  of  which  18  objected  to  giving 
FNS  unlimited  authority  to  require 
additional  reviews  or  believed  that  FNS 
should  participate  in  such  reviews. 

This  provision  of  the  proposed 
regulations  has  been  retained  in  the 
final  regulations.  The  Department  has 
the  inherent  responsibility  and  authority 
to  require  any  action  necessary  to 
ensure  that  the  program  is  being 
administered  in  compliance  with  the  law 
and  regulations.  While  the  Department 
clearly  has  the  authority  to  require 
additional  reviews,  this  authority  will 
only  be  used  in  extraordinary  situations 
when  information  must  be  obtained  on 
the  most  serious  problems. 

The  Department  has  added  a 
provision  to  the  final  regulations  which 
requires  States  to  monitor  project  areas 
which  experience  significant  influxes  of 
migrant  workers.  ’This  additional 
requirement  is  in  response  to  farm 
workers  organizations’  comments  which 
exhibited  a  concern  that  project  areas’ 
operations  during  such  influxes  may  not 
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I  be  examined  through  ME  reviews.  The 
Department  believes  this  to  be  a  valid 
concern  and  encourages  States  to 
schedule  ME  reviews  to  coincide  with 
project  areas'  migratory  patterns  but 
recognizes  that  this  is  not  always 
possible.  Therefore,  the  final  regulations 
establish  minimum  monitoring 
requirements  which  may  or  may  not 
involve  the  use  of  ME  staff  and/or 
procedures. 

Conducting  ME  Reviews.  Several’ 
State  agencies  indicated,  in  their 
comments,  that  the  ME  regulations  as 
proposed  were  too  structured  and  did 
not  allow  the  flexibility  to  review 
project  areas  in  the  most  cost  effective 
manner.  The  Department  recognizes  the 
varied  forms  of  administration  and 
organization  in  the  2,500  plus  project 
areas /management  units  and  the  need 
to  allow  States  to  use  the  optimal 
system  for  ensuring  complete  review 
coverage.  Thus,  the  Department  has 
included  provisions  in  the  final 
regulations  which  will  allow  States  to 
waive  specific  sections  of  the  ME 
regulations  which  deal  with  sampling, 
aubject  to  prior  FNS  approval.  For 
example,  a  State  could  request  a  waiver 
of  the  provision  limiting  nonrandom 
selection  of  sub-units  to  25  percent  when 
the  State  wishes  to  ensiu^  that  several 
“problem”  offices  in  a  large 
management  unit  are  selected  for  review 
by  ME.  Any  waiver  will  be  predicated 
upon  submittal  of  a  plan  which  specifies 
exactly  what  requirements  of  the 
regulations  will  be  waived,  and 
specifically  what  the  State  will  do  in 
place  of  the  regulations,  including  the 
effect  of  the  waiver  in  terms  of  review 
coverage.  FNS  Regional  office  approval 
will  be  based  upon  the  criteria  specified 
in  the  regulations  and  the  expected 
benefits  of  the  deviation  regarding  the 
States’  administration  and  improved 
corrective  action  efforts.  Requests  must 
be  submitted  60  days  prior  to 
implementation.  An  approved  deviation 
will  be  considered  binding  upon  the 
State,  and  its  implementation  will  be 
reviewed  by  FNS  during  the  FNS  review 
of  the  State’s  ME  system  as  identified  in 
§  275.3(bKl).  However,  if  at  any  time, 
FNS  determines  that  a  given  State’s  plan 
is  not  being  adhered  to  or  is  not 
providing  the  expected  benefits,  FNS 
will  withdraw  its  approval  and  may 
require  re-reviews  of  the  project  areas 
reviewed  under  the  plan. 

Management  Units.  Of  the  10 
comments  received  on  this  section  of  the 
proposd  regulations,  six  opposed  the 
provision  allowing  FNS  to  require 
establishment  of  management  units.  The 
reason  given  for  this  opposition  was  that 
this  is  a  State  responsibility  and  if  the 


Department  exercised  this  option  it 
would  disrupt  lines  of  communication/ 
administration.  In  recognition  of  these 
concerns,  the  Department  has  deleted 
the  provision.  However,  it  should  be 
noted  that  some  restructuring  of  a 
State’s  administration  is  still  possible  as 
a  form  of  corrective  action  should  the 
need  arise.  The  remainder  of  this  section 
has  been  retained  as  proposed. 

Selection  of  Sub-Units  for  Review. 
This  section  of  the  regulations  is 
discussed  under  "Sampling”  later  in  this 
preamble. 

Review  Coverage.  This  section  of  the 
proposed  regulations  received  41 
comments,  of  which  20  opposed  the 
section  and  13  others  had  mixed 
reactions.  Most  of  the  commenters 
objecting  to  this  section  were  States 
who  believed  that  reviewing  all  program 
requirements  as  proposed  would  create 
a  workload  burden,  would  not  be  cost 
effective,  and  is  not  necessary.  They 
asserted  that  staff  is  imavailable  and 
suggested  that  only  the  most  important 
or  indicator  type  requirements  should  be 
reviewed.  The  mixed  comments  came 
primarily  from  advocate  groups  who 
supported  the  idea  of  reviewing  all 
program  requirements,  but  believed  that 
each  requirement  should  be  specified  in 
the  final  regulations.  Remaining 
comments  were  directed  toward  specific 
requirements,  suggestions  and/or 
clarification. 

The  final  regulations  have  been 
modified  to  specify  the  program 
requirements  that  must  be  reviewed 
during  each  ME  review.  Obviously,  this 
section  does  not  include  all 
requirements  specified  in  Parts  271,  272, 
273,  and  274  of  the  food  stamp 
regulations.  However,  this  section  is  not 
intended  to  limit  what  States  may 
monitor  through  the  ME  sub-system. 

This  section  simply  specifies  what 
States  must  examine  during  each  ME 
review;  States  may  and  are  encouraged 
to  include  any  other  relevant  items  in 
ME  reviews. 

The  requirements  outlined  in  this 
section  were  selected  based  upon 
several  criteria  including:  potential 
dollar  loss,  service  loss  to  participants, 
and  workload  considerations.  While  the 
Department  recognizes  that  the  program 
requirements  contained  in  this  section 
do  not  include  all  possible  requirements, 
it  should  be  noted  that  the  review  of 
these  requirements  may  and  often  will 
involve  examination  of  related 
procedures  and  requirements.  This  is 
particularly  true  when  a  project  area  is 
found  to  be  deficient  in  regard  to  a  given 
requirement:  the  State  would  have  to 
examine  related  procedures  to 
determine  the  nature,  cause  and  extent 
of  the  deficiency.  Thus,  after  careful 


examination  of  this  issue,  the 
Department  believes  a  reasonable 
compromise  is  reached  in  the  final 
regulations  where  each  requirement  that 
must  be  reviewed  is  identified  and  the 
total  number  has  been  reduced  to  a 
workable  level  without  omitting  any 
critical  areas  of  program  operation. 

Review  Process /ME  Review  Plan.  As 
in  the  proposed  regulations,  the  final 
regulations  continue  to  recognize  that 
each  project  area’s  administrative 
structure  will  differ  and  allows  States 
the  flexibility  to  review  a  given  program 
requirement  in  the  manner  that  will  best 
measure  the  project  area’s  compliance 
with  the  program  requirement.  The 
exception  to  this  flexibility  is  in  the 
selection  and  examination  of  program 
records  which  will  be  discussed  later  in 
this  preamble  under  “Sampling”.  There 
were  two  areas  in  this  section  of  the 
proposed  regulations  which  received 
significant  comment:  The  ME  review 
plan  and  review  methods. 

The  Department  received  17 
comments  on  the  ME  review  plan.  Four 
of  these  objected  to  the  concept  of  a 
review  plan,  while  others  had  technical 
concerns  over  the  content  of  the  plan, 
many  of  which  related  to  the  proposed 
sampling  methodology  for  sub-units  and 
program  records.  There  was  some 
misunderstanding  exhibited  by 
commenters  regarding  when  these  plans 
should  be  developed  and  whether  FNS 
would  approve  the  plan  prior  to  the 
review. 

The  proposed  regulations  intended 
that  the  review  plan  be  developed  at 
any  point  prior  to  the  review,  including 
after  the  State  enters  the  project  area. 
Further,  the  Department  had  no 
intention  of  requiring  FNS  approval 
prior  to  use  of  a  review  plan,  though 
States  can  request  concurrence  if  they 
wish.  Consequently,  these  plans  were 
and  are  intended  to  give  States  as  much 
flexibility  as  possible  within  the  context 
of  the  requirements  of  the  final  ME 
regulations. 

While  certain  specific  modifications 
to  the  content  of  the  ME  review  plans 
have  been  made  to  clarify  or  follow 
changes  in  other  areas  of  the  process, 
the  final  regulations  retain  the  general 
requirement  as  proposed.  This  is  to 
ensure  that  each  review  is  complete, 
follows  required  procedures,  and  that 
FNS  has  a  vehicle  to  measure  the 
strengths  and  weaknesses  of  States’  ME 
reviews. 

The  second  area  in  this  section  which 
received  significant  comment  was  that 
of  review  methods.  The  Department 
received  25  comments  on  the  provisions 
of  the  proposed  regulations  outlining  the 
various  review  methods  available  to 
States.  Fifteen  commenters  (primarily 
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advocate  groups]  believed  that  contact 
with  participants,  outreach  groups,  and 
advocacy  groups  should  be  required 
during  each  ME  review  to  ensure 
peirticipant  service  requirements  are 
being  met  Six  commenters  believed  that 
sampling  and  record  examination  should 
be  deemphasized,  taking  the  point  of 
view  that  this  is  the  only  required 
review  method  while  the  others  are 
equally  or  more  important  and  useful. 
Remaining  commenters  had  various 
concerns  including  suggestions  that 
contacting  advocate  groups  and/or 
participants  be  excluded  as  a  review 
method. 

The  Department  has  retained  the 
provisions  concerning  review  method  as 
proposed  in  the  final  regulations.  While 
the  Department  agrees  that  contact  and 
discussion  with  participants  and 
advocacy  groups  can  be  a  valuable 
review  tool,  it  is  only  one  of  many,  and 
requiring  that  it  be  used  would  limit 
State  flexibility  and  probably  increase 
costs.  Further,  the  Department  believes 
that  implementation  of  States’  complaint 
systems  will  provide  participants  and 
advocates  an  opportunity  to  point  out 
local  problems  in  program  operation  on 
a  continuous  basis. 

The  Department  recognizes  that  the 
proposed  regulations  seemed  to 
emphasize  sampling  and  record 
examination  over  the  other  review 
methods.  This  was,  in  fact,  the  intent  of 
the  proposed  regulations  as  required 
random  sampling  represents  a  major 
modification  to  the  ME  review  system. 
Further,  given  the  expected  results  of 
this  modification  in  terms  of  improved 
data  and  ultimately  better  corrective 
action  planning,  it  was  necessary  to  be 
specific  as  to  the  procedures  involved  in 
sample  selection.  However,  the 
Department  did  not  intend  that 
reviewing  records  be  perceived  as  the 
only  meaningful  review  method.  Given 
the  many  and  varied  program 
requirements  which  must  be  examined, 
the  other  review  methods  are  necessary 
and  equally  important.  While  the  final 
regulations  do  not  specify  which  review 
method  should  be  used  for  each 
individual  program  requirement,  the 
regulations  do  require  that  sampling  and 
record  examination  be  used  for  all 
requirements  that  lend  themselves  to 
this  approach  and  that  the  best  method 
of  review  be  used  to  examine  all  other 
requirements. 

Sampling.  The  Department  received 
14  general  comments  on  the 
incorporation  of  sampling  into  ME 
reviews,  12  of  which  opposed  sampling 
as  proposed.  The  general  concerns 
expressed  by  the  commenters  opposed 
to  sampling  (primarily  State  agencies) 


were  that  too  much  work  would  be 
required  relative  to  the  expected 
corrective  action  benefits  and  that  the 
proposed  system  is  too  complex  and 
confusing.  The  USDA  Office  of  Inspector 
General  (OIG)  supported  the  idea  of 
sampling  in  large  project  areas,  but 
questioned  its  value  in  small  project 
areas.  Another  general  concern  was  that 
reliability  estimates  were  not  available 
for  proposed  sample  sizes. 

The  Department  believes  that  States' 
concerns  over  the  proposed  sampling 
procedures  are,  to  a  certain  extent, 
valid.  Sampling  as  proposed,  would 
have,  in  some  cases,  increased  States' 
workloads  significantly,  and  several 
technical  aspects  of  the  system  were 
unclear  or  excessively  complex.  While 
the  degree  to  which  the  increased  and 
improved  data  from  ME  reviews  will 
improve  corrective  action  cannot  yet  be 
measured,  the  potential  sampling  offers 
in  detecting  and  accurately  defining 
deficiencies  is  clearly  substantial.  'The 
remainder  of  the  preamble  dealing  with 
the  ME  review  subsystem  addresses 
specific  technical  aspects  of  the 
proposed  regulations  which  received 
comment  As  most  of  these  are  closely 
related,  each  should  be  examined  in  the 
context  of  the  system  as  a  whole.  Given 
this  interrelationship,  the  final 
regulations  were  developed  based  upon 
three  general  considerations  or 
positions.  First,  that  sampling  is  a 
valuable  tool  for  evaluative  systems  and 
its  incorporation  into  the  ME  system  will 
enhance  the  effectiveness  of  this  system. 
Second,  that  the  proposed  procedures 
for  sampling  had  to  be  clarified  and 
simplified  to  ensure  that  they  are  clearly 
understood  and  implemented  correctly. 
Third,  that  States*  workloads  must  be 
held  to  a  minimum  and  as  much 
flexibility  as  possible  be  built  into  the 
final  reg^ations  to  accomplish  this. 
Therefore,  while  the  basic  concept  of 
sampling  has  been  retained  for 
reviews,  these  regulations  have  received 
extensive  modification  and 
improvement  fi^m  those  proposed  to 
simplify,  clarify  and  reduce  workload. 
The  Department  believes  that  the  above 
objectives  have  been  met  in  the  final 
regulations  and  that  the  ME  system  has 
been  significantly  strengthened. 

Beyond  those  general  considerations 
mentioned  above,  it  should  be  noted 
that  a  basic  change  has  been  made  from 
the  proposed  regulations,  which 
eliminates  the  requirement  that  a 
structured  sampling  approach  be  used  in 
reviews  of  project  areas  with  caseloads 
of  less  than  3,000  active  cases.  This 
modification  was  in  response  to  several 
commenters  (including  OIG]  who 
pointed  out  that  in  most  small  project 


areas  a  judgement  or  ad  hoc  sample 
would  suffice  in  most  instances.  Given 
the  added  time  involved  in  selecting  a 
representative  sample  and  the  large 
number  of  project  areas  with  minimal 
participation,  the  Department  modified 
the  final  regulations  to  require  sampling 
in  the  project  areas  with  3,000  or  more 
participants.  Following  are  those  issues 
related  directly  to  sampling  in  ME 
reviews. 

Selection  of  Sub-Units.  Thirty-six 
comments  were  received  on  the  area  of 
the  proposed  regulations  dealing  with 
selection  of  sub-units  for  on-site  review. 
Of  these,  8  opposed  the  general  idea  of 
selecting  sub-units  randomly,  while 
others  reflected  technical  concerns  or 
suggested  clarifications.  A  major 
concern  was  that  some  sub-units  may 
not  be  selected  for  years  while  others 
could  be  reviewed  during  each  ME 
review.  This  is  inherent  to  random 
sampling  and  presents  no  problem  fi'om 
a  statistical  point  of  view.  Further,  given 
the  fact  that  ME’s  basic  unit  of  review  is 
the  project  area  and  not  individual  sub¬ 
units,  this  should  not  be  a  major 
concern.  One  commenter  suggested 
sampling  without  replacement  to  ensure 
coverage  of  different  sub-units  firom 
review  to  review. 

Eight  commenters  recommended  that 
the  definitions  for  the  sub-unit 
classifications  be  clarified.  Two 
commenters  supported  the  exclusion  of 
bank  issuance  sites  but  believed  the 
cirteria  for  doing  so  were  too  stringent. 
Three  out  of  seven  comments  received 
on  the  proposed  nonrandom  selection  of 
sub-units  with  special  characteristics  or 
problems  believed  that  this  should  be 
required  rather  than  a  State  option. 
Seven  comments  received  on  the 
proposed  regulations  believed  that  the 
sample  sizes  for  sub-units  are  too  large 
and  represent  a  workload  burden  upon 
State  agencies. 

While  commenters’  concern  with 
omitting  certain  sub-units  from  the 
review  process  is  recognized,  this  would 
be  the  case  regardless  of  the  method  of 
selection  used,  unless  workload 
requirements  were  increased 
significantly.  This  problem,  can,  to  a 
degree,  be  addressed  through  the 
provision  allowing  States  to  select  25 
percent  of  their  samples  on  a 
nonrandom  basis.  This  option  has  been 
retained  for  this  and  other  reasons,  but 
has  not  been  required  as  doing  so  would 
reduce  States'  flexibility.  Further,  this 
would  require  a  definition  of  what  a 
"problem”  or  “special  characteristic” 
sub-unit  is.  Such  a  definition  in  the 
regulations  would  arbitrary  and  could 
not  take  all  variables  into  account.  Thus, 
the  Department  has  retained  the  general 
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concept  of  random  selection  of  sub-units 
in  the  hnal  regulations  with  some 
modifications  as  described  below.  This 
decision  was  made  based  upon  the  need 
for  an  objective  review  process  which 
will  provide  representative  data. 

The  Department  has,  in  reaction  to 
comments,  clarified  sub-unit  definitions, 
clarified  the  selection  process  for  sub¬ 
units  with  combined  responsibilities, 
and  eliminated  random  selection  of  sub¬ 
units,  as  a  requirement,  during  small 
project  area  reviews.  These  actions  will 
reduce  workload  and  should  clarify  the 
selection  process  without  lessening  the 
value  of  the  information  collected. 

The  Department  has  also  established 
procedures  for  integrating  the  provision 
of  §  274.1(c)(2)  which  require  that  each 
coupon  issuer  and  bulk  storage  point  be 
reviewed  on-site  at  least  once  every 
three  years.  States  may  use  the  ME 
review  sub-system  to  meet  this 
requirement  and  fully  integrate  this 
requirement  by  following  the  provisions 
of  the  final  regulations.  As  the 
monitoring  requirement  of  $  274.1  is 
intended  to  cover  only  one  aspect  of 
issuance  (coupon  inventory  and 
accountability),  ME  will  continue,  in  all 
instances,  to  include  examination  of 
many  issuance  requirements.  However, 
to  eliminate  any  duplication  in  States* 
monitoring  efforts.  States  which  do  not 
choose  to  use  ME  reviews  to  satisfy  this 
requirement  may  omit  the  review  of  the 
specific  program  requirements  which 
will  be  examined  through  whatever 
other  monitoring  system  the  State 
establishes.  If  the  State  has  delegated 
responsibility  for  monitoring  coupon 
issuers  and  bulk  storage  points  to  the 
project  area,  the  ME  review  would 
assess  the  project  area’s  monitoring 
through  ME  by  sampling  and  reviewing 
issuance  units  and  examining  the 
project  area’s  system.  Given  the  above, 
the  Department  has  deleted  the 
provision  allowing  States  to  eliminate 
certain  bank  issuance  points  as  these 
must  also  be  included  in  the  3  year 
review  cycle. 

Selection  of  Program  Records.  The 
Department  received  a  total  of  69 
comments  on  this  area  of  the  proposed 
regulations.  Many  of  these  came  from 
the  same  commenters  who  addressed 
several  aspects  of  sampling.  Eighteen  of 
the  27  comments  which  spoke  to  the 
general  selection  requirements  believed 
the  selection  procedures  to  be  too 
complex,  unreliable  or  would  require  too 
much  time.  Most  of  these  were  State 
agencies.  13  of  which  recommended  that 
samples  of  program  records  be  based  on 
project  areas’  caseloads  and/or  that 
casefiles  be  the  primary  sample  unit. 

Fourteen  conunents  were  directed  to 
the  proposed  ME  universe  for  program 


records,  12  of  which  were  opposed.  Of 
these  12,  six  believed  that  the  six-month 
time  period  would  be  too  long  for 
determining  sample  sizes  and  that 
reviewing  program  records  which  are  up 
to  six  months  old  would  not  provide 
current  information  for  corrective  action 
purposes.  Proposals  for  the  final 
regulations  varied  fi*om  1  to  3  months. 

The  Department  received  six 
comments  on  the  proposed  sample 
frames  for  program  records,  all  of  which 
believed  that  the  frames  for  individual 
records  would  be  difficult  if  not 
impossible  to  construct,  the  proposed 
procediures  were  not  cost  effective,  and 
sample  selection  should  be  based  upon 
casefiles  rather  than  individual  records. 
Commenters.  again,  recommended  that 
the  proposed  six-month  sample  frame  be 
reduced  in  final  regulations. 

Four  comments  were  received  which 
objected  to  giving  States  the  option  of 
using  any  sampling  technique.  These 
commenters  expressed  concerns  over 
FNS  control,  reliability  and  flexibility. 

The  Department  received  28 
comments  on  the  required  sample  sizes 
of  the  proposed  regulations.  The 
overwhel^ng  consensus  was  that 
sample  sizes  as  proposed  would  be  too 
large.  The  primary  concerns  were  over 
the  time  and  costs  resulting  from 
sampling  at  the  level  proposed, 
including  questions  of  cost 
effectiveness.  The  26  commenters 
objecting  to  the  proposed  sample  sizes 
included  the  seven  FNS  Regional  offices. 

The  final  regulations  have  been 
modified  fi-om  the  proposed  to  define  the 
ME  universe  in  terms  of  casefiles  for 
households  which  are  participating  in 
the  last  month  of  the  review  period, 
casefiles  for  households  which  were 
denied  or  terminated  during  the  review 
period  and  casefiles  for  households 
whose  application  is  pending  during  the 
last  month  of  the  review  period. 

While  the  6  month  time  period  has 
been  retained.  States  are  given  the 
option  of  having  this  period  end  in  either 
the  month  preceding  the  month  of 
review  or  ffie  month  prior  to  the  month 
preceding  the  month  of  review.  'This  is 
intended  to  give  States  more  flexibility 
in  establishing  sample  fi'ames  through 
adjustments  to  review  periods.  While 
the  modified  universe  will  significantly 
simplify  States’  work  in  sampling,  the 
Department  recognizes  that  a  small 
proportion  of  households  which 
participated  during  the  6  month  period 
will  not  be  subject  to  review  (e.g..  those 
whose  certification  periods  have 
expired).  However,  this  is  necessary  if 
reliable  samples  are  to  be  selected  at  a 
reasonable  cost  and  in  a  reasonable 
amoimt  of  time.  Further,  the  procedures 
for  recertification  can  be  measured  in 


those  cases  which  have  been  recertified 
during  the  review  period  and  are 
participating  at  the  end  of  that  period. 

The  provisions  of  the  final  regulations 
establishing  sample  fi'ames  have  been 
modified  to,  again,  allow  States  as  much 
flexibility  as  possible. 

The  only  requirements  are  that  the 
frame  or  frames  used  include  either  all 
casefiles  subject  to  review  in  the  project 
area  or  all  casefiles  subject  to  review  in 
those  sub-units  selected  for  review, 
provided  that  regardless  of  which 
definition  is  used  all  casefiles  falling 
into  the  definition  have  a  known  non¬ 
zero  probability  of  being  selected.  States 
are  also  encouraged  to  eliminate  from 
sample  frames  all  casefiles  which  are 
not  subject  to  review.  However,  the 
Department  recognizes  the  difficulties 
this  may  present  to  States  and  believes 
that  so  long  as  a  given  sample  frame  is 
clearly  de^ed  and  any  adjustments 
documented,  sample  selection  may  be 
carried  out  without  excluding  all  cases 
which  are  not  subject  to  review.  Various 
potential  sample  frames  are  outlined  in 
the  final  regulations  as  suggestions  for 
States,  but  it  is  each  State’s 
responsibility  to  ensure  that  frames  are 
properly  constructed. 

Ihe  required  sample  sizes  of  the  final 
regulations  have  been  reduced  from  the 
sample  sizes  of  the  proposed 
regiilations.  This  has  been  done  in 
response  to  States’  comments  and 
concerns  over  workload  and  represents 
a  reduction  of  between  30  and  70 
percent,  depending  upon  the  size  of  a 
project  area.  A  formula  has  also  been 
used  in  place  of  the  proposed  table  to 
eliminate  the  potential  for  large 
differences  in  sample  sizes  for  project 
areas  of  similar  size.  Average  caseloads 
are  used  in  the  final  regulations  to 
determine  required  sample  sizes,  as  this 
will  smooth  out  abrupt  changes  in 
project  areas’  caseloads  and  provide  a 
more  representative  measure  of  project 
areas’  activity  over  the  review  period. 

The  final  regulations  continue  to 
require  that  when  a  substantial  number 
of  certain  types  of  program  records  are 
generated  within  the  six-month  review 
period,  but  are  maintained  outside  of  the 
casefile,  a  sample  of  that  record  be 
selected.  Several  commenters 
recognized  the  need  for  this,  and  it  is  the 
best  way.  in  most  instances,  to  review 
the  program  requirements  associated 
with  claims,  fair  hearings,  and  similar 
functions.  The  Department  has, 
however,  only  required  a  specific 
sample  size  when  100  or  more  such 
records  have  been  generated  and  has 
allowed  States  to  use  the  casefile 
sample  as  a  basis  for  selecting  program 
records  closely  associated  with  the 
casefile.  When  less  than  100  records 
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have  been  generated.  States  must 
review  a  representative  number  to 
determine  whether  the  related  program 
requirements  are  being  met.  The 
Department  has  also  recommended 
systematic  sample  selection  for 
caseHles/program  records  but  has  not 
required  this. 

The  Department  has  retained  the 
requirement  that  States  select 
proportionate  samples  when  selecting 
casefiles  (or  individual  records)  only 
from  those  sub-units  selected  for  review. 
States  may  either  select  from  a 
composite  list  of  all  casetiles  in  those 
sub-units  or  divide  the  required  sample 
up  among  the  sub-units. 

Sample  Selection  in  Project  Areas 
with  Caseloads  of  Less  than  3,000. 

While  States  must  continue  to  select 
representative  samples  of  caseHle  or 
individual  program  records  in  the 
smaller  project  areas,  the  number  and 
technique  are  at  each  State’s  option. 

This  is  to  allow  States  the  flexibility  to 
review  small  project  areas  using  the 
most  cost  effective  methods. 

Examination  of  Casefiles /Program 
Records.  It  is  important  to  note  that  the 
final  regulations  require  that  each 
program  requirement  which  may  be 
reviewed  through  casefile  and  program 
record  examination  be  so  reviewed, 
unless  FNS  has  permitted  States  to  use  a 
different  review  method.  For  example,  in 
order  to  establish  a  general  pattern  in  a 
project  area,  ME  reviewers  could  review 
such  areas  as  the  length  of  certification 
periods,  the  verification  of  information 
relating  to  households’  eligibility  and 
benefit  levels,  and  the  determination  of 
eligibility  for  expedited  service  through 
discussions  with  eligibility  workers  or 
project  area  supervisors  rather  than 
through  the  examination  of  a  sample  of 
casefiles.  All  program  areas  with  such 
review  options  will  be  identified  in  the 
review  manual.  If  a  State  does  not 
review  a  program  requirement  which 
lends  itself  to  record  examination  using 
this  method,  the  State  would  be  out  of 
compliance  with  these  regulations 
unless  FNS  has  allowed  an  option.  This 
section  of  the  regulations  also  requires 
that  all  actions  which  were  taken  during 
the  review  period  in  a  case  selected  for 
review  be  examined.  This  includes  any 
actions  which  should  have  been  taken 
but  were  not.  Thus,  if  a  case  should 
have  been  recertified,  but  was  not,  ME 
would  report  this  deficiency. 

Review  Worksheet  Ten  comments 
were  received  on  the  ME  review 
worksheet,  all  of  which  requested  that 
FNS  provide  a  sample  worksheet  or 
format  to  guide  States  in  developing 
their  own.  FNS  will  develop  and  provide 
States  with  sample  worksheets  as  part 


of  the  handbook  for  the  ME  review 
system. 

Summary.  The  Department  believes 
that  these  regulations  have  been 
significantly  improved  from  those 
proposed.  A  good  deal  of  this 
improvement  is  a  result  of  public 
comment  The  Department  encourages 
comment  on  these  regulations  (though 
they  are  final  and  contain  requirements 
that  must  be  adhered  to)  as  States 
reinstitute  their  ME  systems  and  have 
questions,  suggestions,  etc.  States  are 
also  urged  to  go  beyond  these 
regulations  and  develop  systems  which 
are  more  useful  in  each  State’s  unique 
situation.  The  Department’s  main 
concern  is  that  States  institute,  maintain 
and  use  the  ME  system  in  the 
development  of  sound  corrective  actions 
to  improve  the  administration  of  the 
program  and  provide  optimal  service  to 
participemts. 

Data  Analysis  and  Evaluation 

The  Department  received  20  general 
comments  on  the  provisions  of  the 
proposed  regulations  regarding  data 
analysis  and  evaluation.  These 
comments  reflected  some  technical 
concerns,  but  most  opposition  came 
from  States  who  believe  this  section  of 
the  regulations  will  require  more  staff. 
While  the  proposed  regulation  are  more 
detailed  than  previous  regulations  and 
instructions,  the  basic  functions  required 
in  this  section  do  not  represent  any 
significant  change.  States  should  have 
always  been  analyzing  and  evaluating 
data  in  the  plaiming  of  corrective  action. 
Further,  11  conunenters  supported  this 
section  as  proposed.  The  Department 
believes  that  ^s  is  a  critical  component 
of  the  Performance  Reporting  System  in 
that  it  represents  the  link  between  all  of 
the  review  activity  and  the  ultimate 
purpose  for  the  time  and  costs 
expended — ^positive  actions  to  improve 
the  management  of  the  Food  Stamp 
Program.  It  has  been  suggested  that  this 
link  may  be  the  primary  weakness  of  the 
system  and  the  reason  why  deficiencies 
in  program  operation  are  not  eliminated. 
The  Department  believes  that  the  final 
QC  and  ME  review  sub-systems  will 
provide  States  with  the  information 
necessary  for  program  improvement.  It 
is  each  State’s  responsibility  to  use  this 
information,  together  with  data  from 
other  management  information  sources, 
to  develop,  implement,  and  monitor 
corrective  actions.  States  are 
encouraged  to  be  creative  in  the  area  of 
data  analysis  and  pursue  any 
methodology  which  may  improve  past 
and  current  methods.  The  Department 
will  support,  to  the  extent  possible,  and 
closely  monitor  States’  efforts  in  this 
area.  Corrective  actions  based  upon 


incomplete  or  superficial  analysis  and 
evaluation  will  be  carbfully  examined 
and  may  not,  in  the  future,  be  approved 
without  futher  evidence  of  sound  data 
usage. 

Error-Prone  Profiles.  The  Department 
received  8  comments  on  the  provisions 
of  the  proposed  regulations  concerning 
the  development  and  use  of  error-prone 
profiles  (EPP’s).  Most  of  these  comments 
requested  clarification  or  recommended 
that  FNS  provide  States  with  EPFs. 
Three  commenters  questioned  the  value 
of  EPP  analysis  given  the  certification 
regulations  governing  verification.  The 
Department  recognizes  the  potential 
co^ict  between  EPP’s,  which  identify 
groups  of  cases  by  certain 
characteristics  which  are  more  prone  to 
error,  and  the  verification  regulations 
which  require  verification  of 
questionable  information  based  upon 
each  household’s  individual 
circumstances.  While  targeted 
verification  is  not  the  only  possible 
action  which  can  result  ^m  EPP 
analysis,  it  may  be  the  most  significant. 
Based  upon  comments  the  Department 
received  on  the  proposed  quality  control 
regulations,  a  notice  of  intent  to  propose 
rulemaking  was  published  on  October 
12, 1979  which  expressed  the 
Department’s  concern  in  this  area  and 
requested  public  participation  in 
reconsidering  the  current  verification 
regulations.  Regardless  of  what 
verification  policy  is  adopted,  EPP’s 
would  be  developed  and  used  within  the 
context  of  that  policy. 

Some  commenters  believed  that  the 
proposed  regulations  required  States  to 
develop  EPP’s  or  that  this  was  the  intent 
of  the  regulations  and  the  final 
regulations  should  be  modified  to 
specifically  state  this.  Both 
interpretations  are  incorrect,  i.e.,  the 
intent  of  the  proposed  regulations  was 
simply  that  if  a  State  develops  an  EPP  or 
is  provided  with  an  EPP  by  FNS,  it  be 
used  in  the  analysis  of  data  and 
development  of  corrective  action. 
Obvioulsy,  if  a  State  does  not  have  or  is 
not  provided  an  EPP,  this  becomes  a 
moot  point.  For  these  reasons,  the  final 
regulations  remain  unchanged  from 
those  proposed.  The  question  of  whether 
and  when  FNS  would  provide  States 
with  EPFs  is  dependent  upon  the 
development  of  an  automated  reporting 
and  analysis  system  for  quality  control 
data  which  will  be  discussed  later  in 
this  preamble  under  the  title  ’’Reporting 
on  Program  Performance.” 

Evaluation.  While  the  Department  . 
.received  conunents  on  various  technical 
aspects  of  this  section,  the  majority  of 
the  remaining  comments  were  directed 
at  the  list  of  management  information 
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soiuces.  Twenty  comments  were 
received  on  this  point,  13  of  which 
supported  the  regulations  as  proposed. 
The  commenters  opposing  this  aspect  of 
the  proposed  regulations  expressed 
various  concerns  over  States’  flexibility, 
workload,  etc.  The  Department  believes 
that  States  should  use  all  available 
information  to  fully  understand 
problems  in  their  operation  of  the 
program  and  to  plan  appropriate 
corrective  action.  Thus,  given  the 
amount  of  support  the  management 
information  sources  received,  the 
Department  has  retained  the  provisions 
of  the  proposed  regulations  in  these  Hnal 
regulations. 

The  Department  also  received  5 
comments  on  the  requirements  that 
States  gather  additional  information 
when  necessary  to  fully  understand  the 
cause  or  extent  of  a  deficiency.  All  of 
these  commenters  objected  to  this 
requirement  for  a  variety  of  reasons. 
Commenters’  reaction  to  this 
requirement  is  somewhat  suprising,  as  it 
should  be  inherent  to  the  evaluation  and 
corrective  action  process.  If  a  State 
knows  that  a  deficiency  exists,  but  does 
not  know  the  cause  and/or  extent  of  the 
problem,  it  would  seem  most  difficult  to 
plan  apropriate  actions  to  correct  the 
problem.  Thus,  this  requirement  has 
been  retained  in  the  final  regulations. 

The  final  requirement  of  this  section 
of  the  proposed  regulations  which 
received  significant  comment  was  that 
data  analysis  be  an  on-going  process. 
Eight  of  the  9  comments  received 
supported  this  requirement,  which  has 
been  retained  in  the  final  regulations. 

Corrective  Action 

The  Department  proposed  to  initiate  a 
new  system  of  corrective  action 
planning.  A  chief  feature  of  this  system 
was  an  open-ended  corrective  action 
plan  which  deficiencies  would  be  added 
to  as  identified  and  deleted  from  as 
corrected.  Such  plans  would  be 
maintained  at  both  the  State  and  project 
area  levels,  with  major  deficiencies  or 
those  constituting  a  Statewide  trend 
being  included  in  the  State  corrective 
action  plan  and  all  other  deficiencies 
being  placed  in  the  individual  project 
area  corrective  action  plans. 

The  Department  received  niimerous 
comments  on  the  various  aspects  of  the 
proposed  system.  While  commenters 
generally  approved  of  the  open-ended, 
two-tiered  corrective  action  plans,  many 
commenters  were  critical  of  various 
points  raised  in  the  proposal.  'The  issues 
that  generated  the  most  comment  were 
the  complete  elimination  of  deficiencies, 
the  time  limits  for  proposing  corrective 
action  for  newly  identified  deficiencies, 
the  identification  of  Statewide  trends. 


the  content  of  State  and  project  area 
corrective  action  plans,  and  the  degree 
of  Federal  monitoring. 

The  Department  would  like  to 
emphasize  at  the  outset  that  there  are 
two  kinds  of  corrective  action.  The  first 
kind  redresses  an  error  in  a  particular 
case  that  has  no  wider  ramifications. 

For  example,  upon  learining  of  an 
overissuance  of  $40  to  a  particular 
household,  the  State  agency  prepares  a 
claim  determination.  If  this  deficiency  is 
isolated,  no  further  action  would  be 
necessary.  The  second  kind  of  corrective 
action,  on  the  other  hand,  involves  an 
attempt  to  prevent  the  recurrence  of  a 
serious  deficiency.  For  example,  upon 
learning  of  a  large  bonus  loss  due  to 
overissuance,  the  State  initiates  a 
training  program  to  ensure  that  such 
large  losses  do  not  continue  to  occur  in 
the  future.  While  both  kinds  of 
corrective  action  are  important  and 
must  be  taken  when  the  occassion 
warrants,  these  regulations  are  primarily 
concerned  with  the  latter  sort,  since  the 
first  kind  should  not  involve  detailed, 
long  range  planning. 

With  respect  to  complete  elimination 
of  deficiencies,  the  Department  agrees 
that  a  substantial  reduction  of  errors 
would  be  sufficient  in  some  cases  and 
has  added  language  to  this  effect  in  the 
appropriate  passages.  For  example,  if  a 
State’s  proposed  corrective  action 
reduced  a  State’s  allotment  error  rate 
from  13  percent  to  2  percent,  the 
corrective  action  would  generally  be 
judged  successful,  even  though  isolated 
errors  may  continue  to  occur.  If,  on  the 
other  hand,  the  corrective  action 
involved  deficiencies  such  as 
inadequate  computer  programming, 
insufficient  outreach  effort,  et.  al.,  the 
goal  would  have  to  be  complete 
elimination  of  the  deficiency.  In  all 
instances,  of  course,  the  appropriate 
FNS  Regional  office  would  have  to 
concur  that  corrective  action  has  been 
successful  before  the  deficiency  can  be 
removed  from  the  State  corrective 
action  plan. 

Several  commenters  objected  to  the  60 
day  time  limit  proposed  for 
incorporating  newly  identified 
deficiencies  into  the  appropriate 
corrective  action  plan.  One  group  of 
commenters  considered  60  days  too 
short  a  time  period  in  which  to  analyze 
data,  prepare  a  corrective  action  plan 
and  receive  FNS  approval.  A  second 
group  believed  60  days  was  an 
unacceptably  long  time  and 
recommended  shorter  time  limits 
ranging  from  3  to  45  days.  The 
Department,  however,  considers  that  the 
proposed  time  limit  allows  States 
sufficient  time  to  plan  adequately  for 


comprehensive  corrective  action  while 
at  the  same  time  ensuring  that  a 
deficiency  will  not  continue 
unaddressed  for  an  unreasonable  length 
of  time.  'Therefore,  the  proposed  basic 
time  limit  has  been  retained  in  the  final 
rulemaking  with  only  a  technical 
modification  to  allow  for  mailing  time 
and  ensure  that  plans  are  received  by 
FNS  within  65  days. 

The  Department  realizes  that  States 
must  accomplish  a  great  deal  within  the 
60  day  limit;  however,  the  ongoing 
analysis  of  all  data  sources  required  by 
Subpart  D  of  these  regulations  will  make 
States  aware  of  potential  problems 
much  more  quickly  then  has  frequently 
been  the  case  in  the  past.  Therefore, 
States  will  be  able  to  respond  more 
quickly  with  corrective  action  as  well. 
'The  Department  wishes  to  note, 
moreover,  that  the  regulations  specify 
that  corrective  action  shall  be  developed 
and  received  within  65  days,  which 
means  that  FNS  may  set  a  shorter  time 
limit  when  circumstances  warrant. 
Consequently,  should  situations  arise 
which  require  immediate  attention  or 
should  FNS  receive  information 
indicating  the  existence  of  a  long 
standing  deficiency  for  which  the  State 
has  not  proposed  corrective  action,  the 
State  could  be  required  to  respond 
within  a  shorter  period.  * 

The  Department  also  received 
numerous  comments  on  the  proposal  to 
include  deficiencies  constituting 
Statewide  trends  in  the  State  corrective 
action  plans.  Several  commenters 
objected  to  the  proposed  definition  of 
trends  on  the  groimds  that  casefile  and 
non-casefile  related  deficiencies  were 
being  treated  imevenly.  Some  of  these 
commenters  went  on  to  remark  that 
given  the  tolerances  proposed  for 
casefile  errors  (5  percent  of  the  casefiles 
reviewed  in  25  percent  of  the  State’s 
project  areas],  no  Statewide  trends 
would  ever  be  discerned  for  such  errors. 
Other  commenters,  however,  considered 
the  5  percent  tolerance  too  low  and 
expressed  concern  that  trends  would 
occur  constantly  in  rural  counties  which 
represent  only  a  small  portion  of  the 
State’s  overall  participation. 

In  the  final  rulemaking,  the 
Department  has  retained  the 
requirement  that  States  report  trend 
deficiencies  in  their  plans.  However,  the 
Department  has  revised  the  criteria  for 
identifying  Statewide  trends.  First. 

States  are  required  to  review  all  data 
sources  at  least  semiannually  to  identify 
any  patterns  of  deficiencies  which  might 
constitute  a  trend.  Whenever  the  same 
deficiency  is  discerned  in  a  significant 
number  of  project  areas/management 
units  or  a  significant  number  of  sub- 
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units  in  a  single  project  area  State  (the 
Department  recommends  25  percent  as  a 
benchmark  for  making  this 
determination),  the  State  shall  then 
determine  whether  concerted  action  by 
the  State  is  needed  to  correct  the 
deficiency.  If  a  deficiency  meets  these 
two  criteria,  the  State  shall  include  the 
deficiency  in  its  State  CAP.  In  making 
this  revision,  the  Department  has 
removed  the  proposed  distinction 
between  casefile  and  non-casefile' 
related  deficiencies  and  is  basing 
Statewide  trends  on  information 
developed  by  all  management  sources, 
whereas  the  proposed  rulemaking  based 
casefile  trends  only  on  data  produced  by 
ME  reviews.  Moreover,  the  timeframe 
for  identifying  trends  has  been  reduced 
fi'om  two  years  to  six  months  to  avoid 
the  possibility  of  including  old 
deficiencies  in  the  State  plan. 

The  purpose  of  this  category  is  to 
ensure  that  all  widespread  deficiencies, 
including  those  occurring  in  rural  areas, 
receive  the  direct  attention  of  the  State 
agency  and  FNS.  The  Department 
emphasizes,  however,  that  it  has  no 
desire  to  include  isolated  deficiencies 
caused  by  individual  carelessness  in  the 
State  plan,  and  the  final  regulations 
avoid  such  an  eventuality.  As  noted 
previously,  the  Department  distinguishes 
between  “remedial”  actions  designed  to 
rectify  isolated  errors  and  “preventive" 
actions  designed  to  avoid  future  errors. 
States  should  make  this  same  distinction 
both  in  requiring  project  areas  to  correct 
deficiencies  and  in  reviewing  project 
area  plans,  ME  review  reports,  audits, 
etc.  for  trends.  Purely  isolated  problems, 
then,  should  not  become  a  part  of  the 
State  plan.  The  Department  also  wishes 
to  note  that  trend  deficiencies  would  be 
reported  in  addition  to  all  other 
deficiencies  required  by  these 
regulations. 

The  next  area  to  elicit  a  significant 
number  of  comments  involved  the 
content  of  State  and  project  area 
corrective  action  plans.  In  the  April  10, 
1979  rulemaking,  the  Department 
proposed  that  State  and  project  area 
plans  contain  the  following  information: 
(1)  A  specific  description  and 
identification  of  each  deficiency,  (2)  the 
source(s)  through  which  the  deficiency 
was  detected,  (3)  the  magnitude  of  the 
deficiency,  if  appropriate  (in  terms  of 
both  dollar  loss  and  number  of 
participants  or  potential  participants 
affected),  (4)  the  geographic  extent  of 
the  deficiency,  (5)  identification  of 
causal  factors,  (6)  identification  of  any 
action  already  completed,  (7)  an  outline 
of  further  actions  lo  be  taken  with 
expected  outcomes  and  target  dates, 
and  (8)  a  description  of  the  means  for 


monitoring  and  evaluating  the  corrective 
action. 

One  group  of  conunenters  thought  the 
Department  was  requiring  too  much 
information.  In  particular,  they  tended  to 
object  to  including  so  much  detail  in  the 
project  area  plans.  Another  group, 
however,  wanted  to  see  additional 
information  of  one  sort  or  another 
included  in  the  plans.  The  most  frequent 
suggestion  was  that  State  corrective 
action  plans  should  contain  summaries 
of  the  various  project  area  plans.  With 
respect  to  State  corrective  action  plans, 
the  Department  has  made  no  changes  in 
the  final  rulemaking,  other  than  to 
clarify  that  the  analysis  of  magnitude 
shall  include  an  estimate  of  the  number 
of  participants  or  potential  participants 
affected  by  the  deficiency.  In  the 
preamble  to  the  proposed  rulemaking, 
the  Department  explained  that  all  this 
information  is  essential  to  the  planning 
and  monitoring  of  corrective  action.  In 
particular,  this  information  is  the 
minimum  needed  by  FNS  to  discharge 
its  review  responsibilities. 

The  Department  also  did  not  accept 
the  recommendation  that  State  plans 
include  summaries  of  project  area  plans. 
First,  only  less  significant  deficiencies 
are  going  to  be  in  project  area  plans. 
Moreover,  constant  project  area 
corrective  action  activity  could  lead  to 
constant  revisions  of  the  State  plan. 

This  would  imdermine  the  attempt  to 
reduce  the  amoimt  of  unnecessary 
paperwork  generated  by  the  corrective 
action  system.  For  these  reasons,  the 
Department  does  not  consider  the  State 
plan  to  be  an  appropriate  forum  for 
discussing  project  area  plans. 

With  respect  to  project  area  plans, 
however,  the  Department  has  modified 
the  proposed  rulemaking.  While  the 
Department  continues  to  believe  that  the 
content  of  project  area  plans  should 
parallel  that  of  State  plans,  the 
regulations  no  longer  require  all  this 
information.  Rather,  such  plans  need 
contain  only  all  information  necessary 
to  enable  the  State  agency  to  monitor 
and  evaluate  the  corrective  action 
properly.  Also,  in  response  to  one 
comment,  this  section  has  been 
amended  to  specify  that  State  agencies 
may  elect  to  prepare  these  plans  for  or 
in  cooperation  with  project  areas. 

Finally,  one  group  of  commenters 
recommended  that  FNS  increase  its 
monitoring  of  corrective  action  at  the 
project  area  level.  Both  the  proposed 
and  final  regulations  specify  that  FNS 
shall  perform  on-site  reviews  of 
corrective  action  at  least  semiannually 
or  as  fi'equently  as  may  be  necessary, 
these  reviews  could  involve  an 
assessment  of  project  area  corrective 
action  as  part  of  the  comprehensive 


annual  assessment  of  each  State’s 
corrective  action  process.  While  it  is 
unlikely  that  every  project  area  would 
be  reviewed  as  part  of  this  assessment. 
FNS  activity  would  be  sufficient  to 
determine  whether  or  not  State  agencies 
are  monitoring  project  area  corrective 
action  plans  properly.  While  the 
Department  is  concerned  about  the 
correction  of  all  deficiencies  (and  has 
required  States  to  take  action  on  every 
deficiency,  however  minor),  direct 
monitoring  by  FNS  of  all  corrective 
actions  is  not  feasible.  These 
regulations,  therefore,  leave  the  routine 
monitoring  of  project  area  corrective 
action  plans  to  the  States. 

As  one  final  note,  in  the  August  3, 

1979  rulemaking  on  the  quality  control 
sub-pystem,  the  Department  committed 
itself  to  studying  the  possibility  of 
establishing  tolerances  for 
administrative  deficiencies  and  negative 
cases.  The  Department  has  amended 
§  275.16(b)(4)  to  require  State  plans  to 
include  actions  to  correct  the  causes  of 
negative  error  rates  of  1  percent  or  more 
and/or  rates  of  3  percent  or  more  of  an 
administrative  deficiency  (excluding 
those  identified  in  S  275.12(b)(iv)).  The  1 
percent  tolerance  for  negative  cases 
represents  a  rational  posture  as  past 
negative  error  rates  were  around  10 
percent,  but  included  procedural  errors 
which  will  now  be  reported  separately, 
which  should  reduce  this  error  rate  to 
around  1  percent  The  3  percent 
standard  applies  separately  for  each 
type  of  adi^nistrative  deficiency 
reported  via  quality  control.  The 
Department  has  also  added 
§  275.16(b)(7)  requiring  State  plans  to 
include  deficiencies  resulting  fi'om  5 
percent  or  more  of  the  State’s  QC 
'sample  being  coded  “not  complete”  due 
to  an  inability  to  locate  casefiles  and/or 
participants.  Such  corrective  action 
shall  be  based  on  a  thorough 
investigation  by  the  State  to  determine 
the  cause  of  the  deficiency.  This 
standard  applies  separately  to  both 
active  and  negative  samples.  The 
Department  believes  the  above 
tolerances  to  be  reasonable  and  that 
any  State  exceeding  the  tolerances  must 
address  this  problem  at  the  State  level. 

Responsibilities  for  Reporting  on 
Program  Performance 

ME  Review  Schedules.  The 
Department  received  four  comments  on 
the  content  and  submittal  date  of  the 
ME  review  schedule  as  outlined  in  the 
proposed  regulations.  One  commenter  . 
suggested  that  a  language  change  be 
made  in  the  final  relations  wMch 
would  require  that  these  schedules  be 
received  hy  Regional  Offices  as  of  the 
due  date,  rather  than  submitted.  To 
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ensure  prompt  submission,  this 
modihcation  has  been  incorporated  into 
the  final  regulations  for  all  reports  with 
additional  time  allowed  for  mailing. 
Another  commenter  recommended  that 
project  area  reviews  be  identified  by 
quarter  rather  than  by  month  as 
proposed.  The  Department  has  modified 
this  provision  to  give  States  the  option 
of  scheduling  by  quarter  in  the  final 
regulations  to  allow  flexibility  over  the 
review  period.  This  area  of  the  final 
regulations  has  been  revised  from  the 
proposed  to  reflect  the  changes  made  in 
project  area  definitions  and  required 
review  cycles  as  discussed  in  the  ME 
portion  of  this  preamble  under 
“Frequency  of  review”. 

The  Department  recognizes  that  the 
new  review  periods  may  be  more 
difficult  to  plan  for  than  the  bieimial 
would  have  been.  However,  the  three 
tier  approach  should  alleviate  some  of 
this  difficulty.  States  will  submit  three 
review  schedules  initially  to  be  followed 
by  additional  schedules  as  the  initial 
ones  become  obsolete.  One  schedule 
will  be  submitted  for  large  project  areas 
which  will  cover  one  year  of  review 
activity.  Another  schedule  will  be 
submitted  for  mediiun  project  areas 
which  will  cover  two  years,  while  a 
third  would  apply  to  small  project  areas 
and  cover  three  years  of  review  activity. 
To  allow  States  flexibility  in  planning 
and  rescheduling  reviews,  the  final 
regulations  also  allow  States  to  modify 
review  schedules  as  necessary.  The 
final  regulations  allow  States  to 
schedule  ME  reviews  to  coincide  with 
influxes  of  migratory  workers  to  satisfy 
the  requirement  of  §  275.5(b)(4).  States 
should  be  able  to  predict  fyture 
migratory  movements  based  upon  past 
experience.  The  Department  realizes 
that  scheduling  in  this  manner  may 
present  problems  in  some  States.  If  this 
is  not  possible.  States  would  conduct  a 
migrant  review  in  these  project  areas 
using  another  method  as  discussed  in 
§  275.5(b)(4). 

QC  Review  Reports.  The  Department 
received  four  comments  on  the  proposal 
that  States  submit  the  results  of  all  QC 
reviews  to  FNS.  The  Department  has 
been  considering  developing  a  national 
automated  system  for  reporting  and 
analyzing  data.  The  proposed 
regulations  represented  the  first  phase 
or  step  toward  implementation  of  such  a 
system.  While  the  Department  is 
continuing  to  study  the  various  systems 
that  may  be  used  and  the  ramifications 
of  each,  the  final  regulations  have  been 
modified  fi^m  those  proposed  to  require 
that  only  summary  reports  be  submitted 
for  the  first  reporting  period  at  least. 
However,  the  Department  plans  to  begin 


implementing  an  automated  system  as 
soon  as  possible.  States  will  be 
informed  of  FNS's  progress  in  this  effort, 
and  the  regulations  will  be  amended 
when  the  system  is  prepared  to  accept 
data  fi'om  States'  QC  samples. 

State  Corrective  Action  Plans.  The 
Department  received  14  comments  on 
the  submission  of  State  corrective  action 
plans.  Seven  were  directed  to 
submission  of  the  initial  State  corrective 
action  plan,  while  the  others  reflected 
technical  concerns  or  questioned  the  60- 
day  limit  on  submission  of  revised  or 
new  corrective  actions.  Obviously,  the 
proposed  October  1, 1979  date  for 
submission  of  the  initial  plan  is  no 
longer  an  issue.  However,  commenters’ 
primary  reason  for  opposing  this  date 
warrants  examination.  Several 
commenters  believed  that  the 
submission  date  for  the  first  State 
corrective  action  plan  should  be  after 
the  quality  control  and  management 
evaluation  reviews  provide  new 
information.  Some  commenters  asserted 
that  if  the  initial  plan  were  submitted 
prior  to  this  new  information  becoming 
available,  it  would  only  contain  either 
“old”  deficiencies  and  corrective  actions 
or  nothing  at  all. 

The  final  regulations  require 
submission  of  the  initial  State  corrective 
action  plans  so  that  they*  are  received 
within  90  days  after  publication  of  these 
regulations,  regardless  of  whether  or  not 
States  have  current  QC  or  ME 
information  available.  These  plans 
would  simply  contain  any  outstanding 
deficiencies  and  proposed  or  ongoing 
corrective  actions  initiated  by  the  State. 
The  basis  for  the  first  plan  should  be  the 
targeted  corrective  action  plans  required 
by  the  August  11, 1978  rulemaking 
together  with  any  new  items  detected  by 
any  management  information  source. 
Obviously,  this  plan  would  not  contain 
any  completed  corrective  actions  or  any 
actions  that  do  not  meet  the  criteria  for 
inclusion  in  the  plan  as  described  in 
§  275.16  of  these  regulations. 

Commenters  had  a  mixed  reaction  to 
the  60-day  time  limit  for  submission  of 
updates  or  new  corrective  actions.  The 
final  regulations  remain  unchanged  from 
the  proposed  in  this  area  (except  for  the 
minor  modification  requiring  that 
updates  be  received  within  65  days)  for 
the  reasons  cited  in  this  section  of  this 
preamble  entitled  “Corrective  Action.” 

Program  Performance 

In  the  April  10, 1979  rulemaking,  the 
Department  proposed  to  determine  the 
efficiency  emd  effectiveness  of  a  State’s 
administration  by  measuring  both  the 
State's  compliance  with  program 
standards  and  the  State’s  efforts  to 
improve  program  operations  through 


corrective  action.  The  Department 
further  proposed  that  States  entitled  to 
enhanced  funding  due  to  cumulative 
allotment  error  rates  of  less  than  5 
percent  shall  receive  such  funding 
retroactively,  following  FNS  validation 
of  the  State’s  error  rate,  completion  rate 
and  sampling  techniques. 

The  Department  received  a  total  of 
nine  comments  on  the  various 
provisions  of  this  subpart,  most  of  which 
discussed  issues  treated  elsewhere  in 
the  rulemaking.  One  commenter, 
however,  questioned  that  part  of  the 
FNS  validation  review  concerned  with 
the  State’s  sampling  techniques  since 
FNS  will  have  already  approved  the 
State’s  sampling  plan.  The  Department 
intends  that  FNS  shall  ensure  that  the 
State  is  following  its  approved  sampling 
plan  and  that  the  plan  is  correct. 
However,  if  a  State  follows  its  approved 
plan,  FNS  will  not  deny  a  State’s  claim 
for  enhanced  funding  pmely  on  the  basis 
of  the  plan  being  incorrect. 

Finally,  one  commenter  provided  a 
detailed  plan  for  permitting  States  to 
receive  enhanced  funding  prior  to 
qualifying.  In  this  view.  States  receiving 
advanced  funding  would  have  an 
incentive  to  maintain  low  error  rates 
because  failure  to  do  so  would  require  a 
State  to  reimburse  FNS  for  the  enhanced 
funding.  This  could  prove  difficult  for 
the  State  agency  after  it  has,  in  the 
commenter’s  view,  been  funded  by  its 
legislature  at  40  percent  of  its  budget. 

The  commenter  concedes  that  this 
method  treats  enhemced  funding  as  the 
rule  rather  them  the  exception.  The 
Department,  however,  is  not  convinced 
that  enhanced  funding  will  be  the  rule, 
at  least  at  the  outset  The  Department  is 
reluctant  therefore,  to  establish  an 
accounting  method  which  could  result  in 
constant  adjustments  to  States’  letters  of 
credit.  For  this  reason,  no  changes  have 
been  made  to  the  proposed  rulemaking. 

Therefore,  Part  271  is  amended  to 
include  the  appropriate  definitions,  a 
new  §  272.1(g)(ll)  is  added  to  Part  272, 
and  Part  275  is  amended  to  read  as 
follows: 

PART  271^ENERAL  INFORMATION 
AND  DEFINITIONS 

1.  Section  271.2  is  amended  to  revise 
the  definition  of  “negative  case.”  In  the 
last  line  “sample  month”  shall  be 
deleted  and  “review  period”  inserted. 

2.  Section  271.2  is  amended  to  include 
the  following  definitions  and  read  as 
follows: 

§271.2  Definitions. 

***** 

“Deficiency”  means  any  aspect  of  a 
State’s  program  operations  determined 
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to  be  out  of  compliance  with  the  Food 
Stamp  Act.  FNS  Regulations,  or  program 
requirements  as  contained  in  the  State’s 
FNS-approved  manual,  the  State 
agency's  approved  Plan  of  Operation  or 
other  FNS-approved  plans. 
***** 

“Large  project  area”  means  those 
project  areas/management  units  with  a  . 
monthly  active  caseload  of  more  than 
7,000  households  based  on  the  most 
current  information  available  at  the  time 
the  large  project  area  review  schedule  is 
developed. 

***** 

"Management  Evaluation  (ME) 
reviews”  means  reviews  conducted  by 
States  at  the  project  area  level  to 
determine  if  State  agencies  are 
administering  and  operating  the  Food 
Stamp  Program  in  accordance  with 
program  requirements. 

"Management  unit”  means  an  area 
based  on  a  welfare  district,  region,  or 
other  administrative  structure 
designated  by  the  State  agency  and 
approved  by  FNS  to  be  reviewed  for  ME 
review  purposes. 

***** 

"Medium  project  area”  means  those 
project  areas /management  units  with  a 
monthly  active  caseload  of  250  to  7,000 
households  based  on  the  most  current 
information  available  at  the  time  the 
medium  project  area  review  schedule  is 
developed. 

***** 

"Small  project  area”  means  those 
project  areas/management  units  with  a 
monthly  active  caseload  of  less  than  250 
households  based  on  the  most  current 
information  available  at  the  time  the 
small  project  area  review  schedule  is 
developed. 

"Sub-units”  means  the  physical 
location  of  an  organizational  entity 
within  a  project  area/management  unit 
involved  in  ^e  operation  of  the  Food 
Stamp  Program,  excluding  Post  Offices. 
***** 

(91  Stat.  958  (7  U.S.C.  2011-2027)) 

PART  272~REQUIREMENTS  FOR 
PARTICIPATING  STATE  AGENCIES 

3.  Section  272.1  is  amended  to  include 
a  new  paragraph  (g)(ll)  that  reads  as 
follows: 

§  272.1  General  terme  and  conditiohs. 
***** 

(g)  Implementation.  *  *  * 
*****  ^ 

(11)  Amendment  160.  State  agencies 
shall  implement  the  provisions  of  this 
amendment  as  follows: 

(i)  State  agencies  shall  submit  the 
initial  State  corrective  action  plans  so 


they  are  received  by  FNS  within  90  days 
of  publication  of  these  regulations  as 
required  in  §  275.22(a)  of  this  chapter. 
This  initial  plan  shall  contain  all  known 
deficiencies  in  the  State  which  meet  the 
criteria  set  forth  in  S  275.16(b)  of  this 
chapter  and  shall  identify,  for  each  such 
deficiency,  the  items  required  in 
{  275.17(b)  of  this  chapter.  Project  areas 
also  shall  prepare  and  submit  to  the 
State  corrective  action  plans  for  all 
identified  deficiencies.  These  plans  shall 
be  submitted  within  60  days  of 
identification  of  a  deficiency  and  shall 
include  any  deficiencies  known  to  the 
project  area  prior  to  publication  of  these 
regulations  for  which  corrective  action 
has  not  been  completed.  Ninety  days 
after  publication  of  these  regulations,  all 
provisions  of  8  275.15.  §  275.16,  8  275.17. 
8  275.18.  8  275.19  and  8  275.22  of  this 
chapter  shall  be  implemented. 

(ii)  State  agencies  shall  have 
submitted  management  evaluation  (ME) 
review  schedules  within  90  days  of 
publication  of  these  regulations  as 
required  by  8  275.20  of  this  chapter. 
These  review  schedules  shall  contain  all 
information  required  by  8  275.20  of  this 
chapter  and  shall  be  a^ered  to  unless  a 
change  is  necessary.  If  a  modification  to 
an  ME  review  schedule  is  necessary  at 
any  time  in  the  review  period,  the  State 
shall  notify  the  appropriate  FNS 
Regional  Office  of  the  modification. 

(iii)  State  agencies  shall  implement 
ME  reviews  within  90  days  of 
publication  of  these  regulations, 
following  the  provisions  of  8  275.5, 

8  275.6,  8  275.7,  8  275.8,  and  8  275.9  of 
this  chapter.  Any  waiver  from  the 
requirements  of  8  275.7  or  8  275.9  must 
be  requested  60  days  prior  to  its 
implementation  as  identified  in 
8  275.5(c).  Development  or  submission  of 
requests  for  a  deviation  shall  not  delay 
implementation  of  the  ME  review  sub¬ 
system  past  the  required- implementation 
date. 

(iv)  All  provisions  of  these  regulations 
which  are  not  addressed  in  paragraphs 
(g)(ll)  (i)  and  (ii)  of  this  section  shall  be 
implemented  within  90  days  of 
publication  of  these  regulations.  While 
this  includes  the  requirements  for  a 
Performance  Reporting  System 
Coordinator  and  designation  of  an 
organizational  entity  for  effecting 
corrective  action  as  identified  in 

8  275.2(a)  of  this  chapter,  this  position 
and  designation  may  be  established  on 
an  interim  basis;  provided  that  the 
provisions  of  8  275.2(a)  of  this  chapter 
are  fully  implemented  by  October  1, 

1980.  During  this  interim  period  States 
shall  ensure  that  all  responsibilities  of 
the  coordinator  or  entity  are  adhered  to. 
***** 


PART  275— PERFORMANCE 
REPORTING  SYSTEM 

8275.11  [Amended] 

4.  Section  275.11(b)(2)  is  amended  to 
add  the  phrase,  "(except  those  negative 
cases  in  which  the  reason  for  denial  or 
termination  is  that  all  household 
members  died  or  all  members  moved  out 
of  the  State)”  after  "*  *  *  and  those  in 
which  all  household  members  had  died 
or  moved  out  of  State  at  the  time  of  the 
review  *  *  *” 

8*275.13  [Amended] 

5.  Section  275.13(b](2)(ii]  is  amended 
to  add  the  parenthetical  phrase, 

“(except  those  negative  cases  in  which 
the  reason  for  denial  or  termination  is 
that  all  household  members  died  or 
moved  out  of  the  State)”  after  “*  *  *  is 
a  household  in  which  all  members  died 
or  moved  out  of  the  State  at  the  time  of 
the  review  *  *  *’* 

6.  New  Subparts  A,  B,  D,  E,  F,  and  G 
are  added  to  Part  275  to  read  as  follows: 

PART  275— PERFORMANCE 
REPORTING  SYSTEM 

Subpart  A— Administration 

Sec. 

275.1  General  scope  and  purpose. 

275.2  State  Agency  responsibilities. 

275.3  Federal  monitoring. 

275.4  Record  retention. 

Subpart  B— Management  Evaluation  (ME) 
Reviews 

275.5  Scope  and  purpose. 

275.6  Management  units. 

275.7  Selection  of  sub-units  for  review. 

275.8  Review  coverage. 

275.9  Review  process. 
***** 

Subpart  D— Data  Analysis  And  Evaluation 

275.15  Data  Management. 

Subpart  E— Corrective  Action 

275.16  Corrective  action  planning. 

275.17  State  corrective  action  plan. 

275.18  Project  area/management  unit 
corrective  action  plan. 

275.19  Monitoring  and  evaluation. 

Subpart  F— Responsibiiities  for  Reporting 
on  Program  Performance 

275.20  ME  review  reports. 

275.21  QC  review  reports. 

275.22  State  corrective  action  plan. 

275.23  Administrative  procedure. 

275.24  [Reserved]. 

Subpart  G— Program  Perfomutnce. 

275.25  Determination  of  State  Agency 
Program  Performance. 

Authority:  91  Stat.  958  (7  U.S.C.  2011-2027). 
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Subpart  A— Administration 

§  275.1  General  scope  and  purpose. 

(a)  Under  the  Food  Stamp  Act,  each 
State  agency  is  responsible  for  the 
administration  of  the  Food  Stamp 
Program  in  accordance  with  the  Act, 
Regulations,  and  the  State  agency’s  plan 
of  operation.  To  fulfill  the  requirements 
of  the  Act,  each  State  agency  shall  have 
a  system  for  monitoring  and  improving 
its  administration  of  the  program.  The 
State  agency  is  also  responsible  for 
reporting  on  its  administration  to  FNS. 
These  reports  shall  identify  program 
deficiencies  and  the  specific 
administrative  action  proposed  to  meet 
the  program  requirements  established 
by  the  Secretary.  If  it  is  determined, 
however,  that  a  State  has  failed  without 
good  cause  to  meet  any  of  the  program 
requirements  established  by  the 
Secretary,  or  has  failed  to  carry  out  the 
approved  State  plan  of  operation  (of 
which  the  State  corrective  action  plan  is 
a  part),  the  Department  shall  suspend 
and/or  disallow  from  the  State  such 
funds  as  are  determined  to  be 
appropriate  in  accordance  with  Part  276 
of  this  chapter. 

(b)  The  Food  Stamp  Act  authorizes' 
the  Secretary  to  pay  each  State  agency 
an  amount  equal  to  50  percent  of  all 
administrative  costs  involved  in  each 
State  agency’s  operation  of  the  program. 
The  Act  further  authorizes  the  Secretary 
to  increase  the  share  to  60  percent  of  all 
administrative  costs  for  State  agencies 
whose  cumulative  allotment  error  rate 
with  respect  to  basic  program  eligibility, 
overissuance,  and  underissuance  of 
coupons  as  determined  by  quality 
control  is  less  than  5  percent.  'Those 
State  agencies  whose  cumulative 
allotment  error  rate  is  5  percent  or  more 
are  required  to  specify  and  carry  out  the 
corrective  action  which  they  propose  to 
take  to  reduce  errors.  “Quality  Control” 
means  monitoring  in  an  effort  to  reduce 
the  rate  of  errors  in  determining  basic 
eligibility  and  benefit  levels. 

§  275.2  State  agency  responsibilities. 

(a)  Establishment  of  the  Performance 
Reporting  System.  (1)  The  State  agency 
shall  establish  a  continuing  performance 
reporting  system  to  monitor  program 
administration  and  program  operations. 
The  method  for  establishing  each 
component  of  the  system  is  identified 
and  explained  in  Subparts  B  through  F 
of  this  part.  The  components  of  the  State 
agency’s  performance  reporting  system 
shall  be: 

(i)  Data  collection  through 
management  evaluation  (ME)  reviews 
and  quality  control  (QC)  reviews; 

(ii)  Analysis  and  evaluation  of  data 
fi'om  all  sources; 


(iii)  Corrective  action  planning; 

(iv)  Corrective  action  implementation 
and  monitoring;  and 

(v)  Reporting  to  FNS  on  program 
performance. 

(2)  The  State  agency  shall  designate  a 
person  on  a  full-time  basis  to  coordinate 
the  activities  of  the  Performance 
Reporting  System.  Exceptions  to  the 
requirement  for  a  full-time  coordinator 
may  be  granted  with  prior  FNS  approval 
only  when  a  State  agency  can 
demonstrate  that  a  part-time 
coordinator  can  effectively  coordinate 
the  activities  of  the  system.  In  addition, 
the  State  agency  shall  designate  an 
organizational  entity  within  the  State 
structure  which  shall  be  at  a  level  of 
authority  to  ensure  corrective  action  is 
effected  at  the  State  and  project  area 
levels. 

(b)  Staffing  Standards.  The  State 
agency  shall  employ  sufficient  State 
level  staff  to  perform  all  aspects  of  the 
Performance  Reporting  System  as 
required  in  this  Part  of  the  regulations. 
The  staff  used  to  conduct  QC  reviews 
shall  not  have  prior  knowledge  of  either 
the  household  or  the  decision  under 
review.  Where  there  is  prior  knowledge, 
the  reviewer  must  disqualify  her/ 
himself.  Prior  knowledge  is  defined  as 
having:  (1)  Taken  any  part  in  the 
decision  that  has  been  made  in  the  case; 
(2)  any  discussion  of  the  case  with  staff 
who  participated  in  the  decision;  or  (3) 
any  personal  knowledge  of  or 
acquaintance  with  persons  in  the  case 
itself.  To  ensure  no  prior  knowledge  on 
the  part  of  QC  or  ME  reviewers,  local 
project  area  staff  shall  not  be  used  to 
conduct  QC  or  ME  reviews;  exceptions 
to  this  requirement  concerning  local 
level  staff  may  be  granted  with  prior 
approval  from  FNS.  However,  local 
personnel  shall  not.  imder  any 
circumstances,  pau'ticipate  in  ME 
reviews  of  their  own  project  areas. 

§  275.3  Federal  monitoring. 

The  Food  and  Nutrition  Service  shall 
conduct  the  following  reviews  described 
below  in  this  section  to  determine 
whether  a  State  agency  is  operating  the 
Food  Stamp  Program  and  the 
Performance  Reporting  System  in 
accordance  with  program  requirements. 
The  Federal  reviewer  may  consolidate 
the  scheduling  and  conducting  of  these 
reviews  to  reduce  the  fi’equency  of  entry 
into  the  State  agency.  FNS  Regional 
Offices  will  conduct  additional  reviews 
to  examine  State  agency  and  project 
area  operations,  as  considered 
necessary  to  determine  compliance  with 
program  requirements.  Any  deficiencies 
detected  in  program  or  system 
operations  which  do  not  necessitate 
long  range  analytical  and  evaluative 


measures  for  corrective  action 
development  shall  be  immediately 
corrected  by  the  State  agency.  Within  60 
days  of  receipt  of  the  findings  of  each 
review  established  below.  State 
agencies  shall  develop  corrective  action 
addressing  all  other  deficiencies 
detected  in  either  program  or  system 
operations  and  shall  ensure  that  the 
appropriate  corrective  action  plan  is 
amended.  Whenever  circumstances 
warrant,  the  FNS  Regional  Office  may 
require  the  submission  of  an  amendment 
to  the  State  corrective  action  plan  in 
less  than  60  days  from  receipt  of 
findings. 

(a)  Reviews  of  State  Agency’s 
Administration /Operation  of  the  Food 
Stamp  Program.  FNS  shall  conduct  an 
annual  review  of  all  functions- performed 
at  the  State  agency  level  in  the 
administration/operation  of  the  program 
such  as  but  not  limited  to:  Certification 
and  issuance  procedures,  security  and 
control  procedures,  accountability, 
reconciliation,  record  keeping  and 
reporting  procedures,  training,  outreach, 
complaint  procedures,  fraud,  fair 
hearings,  disaster  preparedness.  State 
agency  supervision  of  the  functions 
performed  by  the  project  area  including 
bilingual  services,  standards  for  points 
and  hours,  and  a  review  of  the  Plan  of 
Operation  and  the  State  manual. 

(b)  Reviews  of  State  Agency’s 
Performance  Reporting  System.  FNS 
will  review  each  State  agency’s 
performance  reporting  system.  *111686 
reviews  consist  of  two  phases: 

(1)  Management  Evaluation  (ME) 
Reviews.  FNS  will  review  on  an  annual 
basis  the  State  agency’s  performance 
reporting  system  (in  terms  of  ME 
reviews  conducted  by  the  State  agency). 
The  review  will  include  but  not  be 
limited  to  a  determination  of  whether  or 
not  the  State  is  complying  with  FNS 
regulations,  an  assessment  of  the  State’s 
methods  and  procedures  for  conducting 
ME  reviews  including  sampling 
techniques,  and  an  assessment  of  the 
data  collected  by  the  State  in  conducting 
the  reviews. 

(2)  Quality  Control  (QC)  Reviews. 

FNS  will  review  on  a  semiannual  basis 
the  State  agency’s  system  for  conducting 
QC  reviews  for  all  States  not  reviewed 
under  paragraph  (c)  of  this  section.  The 
review  will  include  but  not  be  limited  to 
a  determination  of  whether  or  not  the 
State  is  complying  with  FNS  regulations, 
an  assessment  of  the  State  agency’s 
methods  and  procedures  for  conducting 
QC  reviews  (including  a  review  of 
negative  cases)  and  an  examination  of 
the  State’s  sampling  techniques  to 
ensure  compliance  with  Federal 
regulations.  Upon  making  the 
determination  that  one  annual  system 
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review  is  sufficient  and  the  State 
currently  is  taking  adequate  steps  to 
correct  existing  system  deficiencies,  the 
appropriate  FNS  Regional  Office  may 
waive  any  or  all  aspects  of  one 
semiannual  review  per  year. 

(c)  Review  of  State  Agencies' 
Cumulative  Allotment  Error  Rates. 
These  reviews  shall  be  conducted  to 
confirm  that  a  State  agency’s  cumulative 
allotment  error  rate  is  less  than  5 
percent  with  respect  to  basic  progam 
eligibility,  overissuance,  and 
underissuance  of  coupons  as  determined 
through  QC  reviews.  The  review  shall 
include  but  not  be  limited  to:  (1) 
Validation  of  the  error  rate;  (2) 
determination  that  the  State  adhered  to 
its  FNS-approved  sampling  plan;  and  (3) 
affirmation  of  the  State's  QC  completion 
rate.  The  findings  of  this  review  shall 
determine  whether  a  State  agency  is 
entitled  to  enhanced  fimding.  To  ensure 
that  error  rates  are  validated  as 
expeditiously  as  possible,  FNS  may 
begin  reviews  prior  to  the  end  of  the  six 
month  reporting  period.  Moreover,  if 
negative  cases  were  not  reviewed  for 
the  six  month  period  prior  to  the  one  in 
which  the  State  claims  enhanced 
funding,  FNS  shall  include  a  review  of 
negative  cases. 

(d)  Assessment  of  Corrective  Action. 

(1)  FNS  will  conduct  a  comprehensive 
annual  assessement  of  a  State’s 
corrective  action  process  by  compiling 
all  information  relative  to  that  State’s 
corrective  action  efforts,  including  the 
State  agency’s  system  for  data  analysis 
and  evaluation.  The  purpose  of  this 
assessment  and  review  is  to  determine 
if:  Identified  deficiences  are  analyzed  in 
terms  of  causes  and  magnitude  and  are 
properly  included  in  either  the  State  of 
Project  Area/Management  Unit 
Corrective  Action  Plan,  the  State  agency 
is  implementing  corrective  actions 
according  to  the  appropriate  plem,  target 
completion  dates  for  reduction  or 
elimination  of  deficiencies  are  being 
met,  and  corrective  actions  are  effective. 
In  addition,  FNS  wnll  examine  the 
State’s  corrective  action  monitoring  and 
evaluative  efforts.  'The  assessment  of 
corrective  action  will  be  conducted  at 
the  State  agency,  project  area,  and  local 
level  offices. 

(2)  In  addition,  FNS  will  conduct  on¬ 
site  reviews  of  selected  corrective 
actions  at  least  semiannually  or  as 
frequently  as  considered  necessary  to 
ensure  that  States  are  implementing 
proposed  corrective  actions  within  the 
timeframes  specified  in  the  State  and/or 
project  area/management  unit 
corrective  action  plans  and  to  determine 
the  effect  the  corrective  action  is  having. 
The  on-site  reviews  will  provide  States 


and  FNS  with  a  mechanism  for  early 
detection  of  problems  in  the  corrective 
action  process  to  minimize  losses  to  the 
program,  participants,  or  potential 
participants. 

§  275.4  Record  retention. 

(a)  The  State  agency  shall  maintain 
Performance  Reporting  System  records 
to  pennit  ready  access  to,  and  use  of, 
these  records.  Performance  Reporting 
System  records  include  information 
used  in  data  analysis  and  evalution, 
corrective  action  plans,  corrective  action 
monitoring  records  in  addition  to  ME 
review  records  and  QC  review  records 
as  explained  in  paragraphs  (b)  and  (c)  of 
this  section.  To  be  readily  accessible, 
system  records  shall  be  retained  and 
filed  in  an  orderly  fashion.  Precautions 
should  be  taken  to  ensure  that  these 
records  are  retained  without  loss  or 
destruction  for  the  3-year  period 
required  by  these  regulations. 
Information  obtained  on  .individual 
households  for  Performance  Reporting 
System  purposes  shall  be  safeguarded  in 
accordance  with  FNS  policies  on 
disclosure  of  information  for  the  Food 
Stamp  Program. 

(b)  ME  review  records  consist  of 
thorough  documentation  of  review 
findings,  sources  from  which 
information  was  obtained,  procedures 
used  to  review  Food  Stamp  Program 
requirements  including  sampling 
techniques  and  lists,  and  ME  review 
plans.  The  State  agency  must  submit 
documented  evidence  of  review  findings 
to  the  FNS  Regional  Office  upon  request 
for  purposes  of  evaluating  State 
corrective  action  plans. 

(c)  QC  review  records  consist  of 
Forms  FNS-245,  Quality  Control  Review 
Schedule,  and  Forms  FNS-248,  Status  of 
Sample  Cases  in  Reporting  Month  and 
Period;  other  materials  supporting  the 
review  decision;  sample  lists;  tabulation 
sheets,  and  semiaimual  reports. 

Subpart  B— Management  Evaluation 
(ME)  Reviews 

§  275.5  Scope  and  purpose. 

(a)  Objectives.  Each  State  agency 
shall  ensure  that  project  areas  operate 
the  Food  Stamp  Ingram  in  accordance 
with  the  Act,  Regulations,  FNS- 
approved  State  manuals.  States’  FNS- 
approved  Plans  of  Operation  and  any 
other  FNS-approved  plans.  To  ensure 
compliance  with  program  reqmrements, 
ME  reviews  shall  be  conducted  to 
measure  compliance  with  the  provisions 
of  FNS  Regulations  as  reflected  by  FNS- 
approved  State  manuals.  States’  Plans  of 
Operation  and  any  other  FNS-approved 
plans.  The  objectives  of  an  ME  review 
are  to: 


(1)  Provide  a  systematic  method  of 
monitoring  and  assessing  program 
operations  in  the  project  areas; 

(2)  Provide  a  basis  for  project  areas  to 
improve  and  strengthen  program 
operations  by  identifying  and  correcting 
deficiencies;  and 

(3)  Provide  a  continuing  flow  of 
information  between  the  project  areas, 
the  States,  and  FNS,  necessary  to 
develop  the  solutions  to  problems  in 
program  policy  and  procedures. 

(b)  Frequency  of  review.  (1)  State 
agencies  shall  conduct  a  review  once 
annually  for  large  project  areas/ 
management  units;  once  every  fyro  years 
for  medium  project  areas;  and  once 
every  three  years  for  all  small  project 
areas.  Large  project  areas  are  those 
which  report  a  monthly  active  caseload 
of  more  than  7,000  households;  medium 
project  areas  are  those  which  report  a 
monthly  active  caseload  of  250  to  7,000 
households;  andjiPiall  project  areas  are 
those  which  report  a  monthly  active 
caseload  of  less  than  250  households. 
However,  no  more  than  70  percent  of  the 
total  number  of  project  areas  in  a  State 
shall  be  reviewed  on  the  once  every 
three  year  cycle.  Thus,  if  the  proportion 
of  small  project  areas  in  a  State  exceeds 
70  percent  of  all  project  areas,  that 
portion  in  excess  of  70  percent  would 
have  to  be  reviewed  once  a  year  or  once 
every  two  years.  It  is  at  each  State’s 
option  to  determine  which  small  project 
areas  will  be  scheduled  for  more 
frequent  reviews.  Reports  of  active 
monthly  caseload  shall  be  based  upon 
the  most  current  and  accurate 
information  available  at  the  time  the 
review  schedule  is  developed. 

(2)  In  accordance  with  §  275.15  of  this 
part.  States  may  also  conduct  full  or 
partial  ME  reviews  when  additional 
information  is  needed  to  determine  the 
cause,  extent,  or  specific  nature  of  an 
identified  deficiency.  While  State 
agencies  are  not  required  to  use  ME 
review  procedures  to  obtain  the  needed 
information,  this  information  must  be 
secured  through  some  data  source. 

When  no  other  source  can  provide  the 
information,  the  State  agency  shall 
conduct  an  on-site  review  which  could 
(but  would  not  have  to]  follow  ME 
review  procedures.  The  determination 
as  to  when  these  reviews  are  conducted 
and  the  method  of  review  to  be 
employed  will  be  dictated  by  the  type  of 
information  needed.  Reviews  could  be 
conducted  in  several  project  areas  or  in 
selected  sub-imits  within  a  project  area 
and  could  involve  reviewing  a  general 
area  of  program  operation  or  be  directed 
to  a  single  program  requirement.  While 
use  of  ME  review  procedures  would  be 
recommended  by  many  instances.  State 
agencies  may  use  any  procedure, 


Federal  Register  /  Vol.  45,  No.  49  /  Tuesday,  March  11,  1980  /  Rules  and  Regulations 


15901 


provided  that  the  needed  information  is 
obtained.  An  example  of  when  this 
review  activity  shall  be  initiated  is  when 
States  receive  complaints  which 
indicate  that  a  deHciency  exists  in  some 
aspect  of  the  certification  process,  but 
the  available  information  is  inconclusive 
regarding  the  extent  of  the  deficiency 
and  no  other  source  can  provide  this 
information. 

(3)  FNS  may  require  the  State  agency 
to  conduct  on-site  reviews  when  a 
serious  problem  is  detected  in  a  project 
area  which  could  result  in  substantial 
dollar  or  service  loss.  Depending  upon 
the  nature  of  the  problem,  such  reviews 
could  involve  use  of  ME  review 
procedures  to  investigate  general  areas 
of  program  operation  or  a  specific 
program  requirement. 

(4)  States  shall  also  establish  a  system 
for  monitoring  those  project  areas* 
operations  which  experience  a 
significant  influx  of  migratory  workers 
during  such  migrations.  This 
requirement  may  be  satisfied  by  either 
scheduling  ME  reviews  to  coincide  with 
such  migrations  as  identified  in 

§  275.20(a)(7)  of  this  part  or  conducting 
special  reviews,  as  identified  in 
paragraph  (b)(2)  of  this  section,  which 
may  involve  using  ME  review 
procedures  or  any  other  methods. 
However,  regardless  of  the  approach  the 
State  takes,  the  State  shall  contact  local 
migrant  councils,  advocate  groups  or 
other  organizations,  in  the  project  area 
to  ensure  that  migrants  are  receiving  the 
required  services. 

(c)  Conducting  ME  reviews.  (1)  FNS 
may  grant  a  waiver  to  States  regarding 
the  ME  review  procedures  contained  in 
§  275.7  and  §  275.9  of  this  part.  To 
obtain  a  waiver.  States  must  submit 
requests  which  specify  the  reason  for 
the  waiver,  the  review  procedures  which 
would  be  waived,  and  what  would  be 
done  in  place  of  the  procedures  in  the 
regulations.  FNS  approval  of  requests 
will  be  based  upon  one  or  more  of  the 
following  criteria:  (i)  A  determination 
that  use  of  the  procedures  contained  in 
these  regulations  would  not  provide  the 
desired  information  due  to  a  State’s  or 
project  area’s  unique  situation;  (ii) 
extraordinary  circiunstances  which 
require  temporary  redirection  of  review 
activity;  (iii)  equal  or  better  review 
coverage  will  be  provided  by  the  State’s 
proposed  procedures;  and  (iv)  the 
effectiveness  of  the  alternate  procedures 
in  terms  of  improved  data  and 
corrective  action. 

(2)  Requests  for  a  waiver  fi-om  these 
regiilations  and  the  State’s  proposed 
procedures  shall  be  submitted  to  the 
appropriate  FNS  Regional  Office  60  days 
prior  to  implementation.  When  a  State’s 
request  for  a  waiver  is  approved,  the 


State’s  approved  procedures  shall  be 
considered  binding  upon  the  State  and 
will  be  examined  during  FNS  reviews  of 
the  State’s  ME  subsystem.  If,  at  any 
time,  FNS  determines  that  the  State  has 
not  complied  with  approved  procedures, 
or  that  they  are  ineffective,  FNS  will 
revoke  its  approval  and  may  require 
that  additional  reviews  be  conducted  of 
those  project  areas  reviewed  under  the 
State’s  procedures. 

§  275.6  Management  units. 

(a)  Establishment  of  management 
units.  For  the  piupose  of  ME  reviews. 
State  agencies  may,  subject  to  FNS 
approval,  establish  "management  imits” 
v^ch  are  different  from  project  areas 
designated  by  FNS  for  participation  in 
the  program.  For  example.  State- 
established  welfare  districts,  regions  or 
other  administrative  structures  within  a 
State  may  be  so  designated. 
Management  units  can  be  designated  as 
either  large,  medium,  or  small  project 
areas.  However,  establishment  of 
management  units  solely  for  the  purpose 
of  reducing  the  fi-equency  of  review  or 
sampling  requirements  will  not  be 
approved  by  FNS. 

(b)  FNS  approval  of  management 
units.  State  agencies  shall  submit 
requests  for  establishment  of 
management  units  to  FNS,  which  shall 
have  final  authority  for  approval  of  such 
units  as  well  as  any  changes  in  those 
previously  approved  by  FNS. 

(1)  The  following  minimum  criteria 
must  be  met  prior  to  requesting  FNS 
approval: 

(1)  The  proposed  management  unit 
must  correspond  with  existing  State- 
established  welfare  districts,  regions,  or 
other  administrative  structures;  and 

The  unit  must  have  supervisory 
control  over  Food  Stamp  F*rogram 
operations  within  that  geographic  area 
and  have  authority  for  implementation 
of  corrective  action. 

(2)  In  submitting  the  request  for  FNS 
approval,  the  State  agency  shall  include 
the  following  information  regarding  the 
proposed  management  imit: 

(i)  That  the  proposed  management 
unit  meets  the  minimum  criteria 
described  in  paragraph  (b)(1)  (i)  and  (ii) 
of  this  section; 

(ii)  Geographic  coverage,  including  the 
names  of  the  counties/project  areas 
within  the  unit  and  the  identification 
(district  or  region  number)  and  location 
(city)  of  the  office  which  has  supervisory 
control  over  the  management  imit; 

(iii) Food  Stamp  Program  participation, 
including  the  number  of  persons  and 
number  of  households; 

(iv)  The  number  of  certification 
offices; 

(v)  The  number  of  issuance  units; 


(vi)  The  dollar  value  of  allotments 
issued  as  reflected  in  the  most  recent 
available  data;  and 

(vii)  Any  other  relevant  information. 

§  275.7  Selection  of  sub-units  for  review. 

(a)  Definition  of  Sub-Units.  Sub-units 
are  the  physical  locations  of 
organizational  entities  within  project 
areas  responsible  for  operating  various 
aspects  of  the  Food  Stamp  Program, 
exclusive  of  Post  Offices  which  may 
issue  coupons.  Sub-units  shall  be 
classified  based  upon  functional 
responsibility  as  one  or  more  of  the 
following. 

(1)  Certification  Office.  Any  sub-unit 
which  has  the  responsibility  for 
accepting  applications,  conducting 
interviews,  determining  eligibility, 
maintaining  (or  having  easy  access  to) 
casefiles,  and  transmitting  information 
to  the  data  management  unit  shall  be 
designated  as  a  certification  office. 

(2)  Issuance  Office.  Any  sub-imit 
which  has  the  responsibility  for  issuing 
coupons  to  participating  households  and 
storing  coupons  shall  be  designated  as 
an  issuance  office. 

(3)  Data  Management  Unit  (DMU). 
Any  sub-unit  which  has  the 
responsibility  for  maintaining  the 
household  issuance  record  (HIR) 
masterfile  shall  be  designated  as  a 
DMU. 

(4)  Bulk  Storage  Point.  Any  sub-unit 
which  has  the  responsibility  for 
accepting  and  storing  supplies  of 
coupons  prior  to  shipment  to  issuance 
sites  shall  be  designated  as  a  bulk 
storage  point. 

(5)  Reporting  Point.  Any  sub-unit 
which  has  the  responsibility  for 
preparation  and  submittal  of  Form  FNS- 
250  for  more  than  one  issuance  unit  shall 
be  designated  as  a  reporting  point, 
regardless  of  whether  or  not  the  unit 
actually  issues  coupons. 

(b)  Reviewing  Issuance  Offices  and 
Bulk  Storage  Points.  (1)  As  required  in 
§  274.1(c)(2)  of  this  chapter.  State 
agencies  must  conduct  on-site  reviews 
of  each  bulk  storage  point  and  coupon 
issuer  at  least  once  every  3  years.  This 
review  requirement  may  be  satisfied 
through  the  ME  review  subsystem. 

States  using  the  ME  review  subsystem 
to  satisfy  this  requirement  shall  adhere 
to  the  following  sample  size 
requirements. 

(i)  For  each  project  area  reviewed 
annually,  randomly  select  at  least  one- 
third  of  the  issuance  offices  and  bulk 
storge  points  in  the  project  area  during 
each  review.  During  the  first  annual  . 
review,  the  State  shall  select  at  least 
one-third  of  the  sub-units  from  all  such 
sub-units.  Assuming  the  above,  the  State 
shall,  in  the  second  annual  review. 
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select  at  least  one-third  of  the  total 
number  of  sub-units  only  from  those 
reviewed  in  the  first  year,  in  the  third 
review,  the  State  shall  review  all  sub¬ 
units  not  included  in  the  first  and 
second  reviews.  If  the  number  of  sub¬ 
units  in  any  of  these  classifications  is 
less  than  three,  the  State  shall  select 
and  review  at  least  one  during  each 
review  regardless  of  whether  it  has  been 
reviewed  in  a  previous  annual  review. 
While  States  may  adjust  these 
procedures  to  accommodate  their 
individual  circumstances,  States  must 
ensure  that  all  issuance  offices  and  bulk 
storge  points  are  reviewed  once  every 
three  years  and  that  during  each  review 
the  minimum  requirements  of  paragraph 

(e] (2j  of  this  section  are  met. 

(ii)  For  each  project  area  reviewed 
once  every  two  years,  the  State  would 
have  to  schedule  reviews  to  ensure  that 
all  issuance  offices  and  bulk  storage 
points  are  reviewed  at  least  once  every 
three  years.  During  the  first  review,  for 
example,  the  State  could  randomly 
select  one-half  of  the  sub-units  in  the 
above  classifications  for  on-site  review. 
Assuming  the  second  review  is 
scheduled  during  the  3-year  period,  the 
State  could  review  all  sub-units  not 
included  in  the  first  review  and  meet  the 
once  every  three  year  requirement.  The 
State  could  also  choose  to  review  all 
sub-units  during  a  single* review  to  meet 
the  requirement  of  §  274.1  of  this 
chapter.  If  the  project  area  has  only  one 
sub-unit  in  any  of  these  classifications, 
that  sub-unit  shall  be  reviewed  during 
each  ME  review. 

(iii)  For  each  project  area  reviewed 
once  every  3  years,  review  all  issuance 
offices  and  bulk  storage  points  in  the 
project  area  during  each  ME  review. 

(2)  States  not  using  the  ME  rhview 
sub-system  to  meet  their  monitoring 
responsibility  for  issuance  offices  and 
bulk  storage  points  may  omit  from  ME 
reviews  the  requirements  in 
§  275.8(c)(3)(iii):  §  275.8(d)  (1)  and  (2); 
and  §  275.8(e)  (3)  and  (4)  of  this  part 
during  ME  reviews  as  these 
requirements  would  be  reviewed 
through  the  State’s  other  system  for 
monitoring  coupon  issuers  and  bulk 
storage  points.  However,  States  which 
do  not  use  the  ME  review  sub-system  to 
satisfy  the  coupon  n^onitoring 
requirement  shall  adhere  to  the  sub-unit 
selection  requirements  of  §  275.7  (e)  or 

(f)  during  each  ME  review.  States  which 
only  partially  integrate  this  monitoring 
effort  and  reviews  shall  ensure  that 
the  requirements  of  both  are  satisfied, 
but  may  apply  the  provisions  of  this 
section  as  appropriate. 

(c)  Combined  Responsibilities.  (1) 
When  a  sub-unit  has  more  than  one  of 
the  areas  of  functional  responsibility 


specified  in  paragraph  (a)  of  this  section, 
it  shall  be  included  in  each  applicable 
classification  and  if  selected  for  review, 
all  functions  performed  shall  be 
examined.  For  example,  if  a  sub-unit  has 
an  organizational  entity  which  certifies 
households  and  also  has  an  entity  which 
regularly  issues  coupons,  the  sub-unit 
shall  be  designated  as  both  a 
certification  and  an  issuance  office. 

Thus,  in  an  HIR  issuance  system,  sub¬ 
units  designated  as  issuance  offices 
would  usually  also  be  designated  as 
DMU’s  since  the  HIR  masterfile  is 
usually  maintained  at  the  issuance  site 
in  this  system.  (2)  Certain  sub-units  shall 
not  be  designated  as  having  combined 
responsibilities,  even  though  they  may 
perform  certain  functions  related  to 
more  than  one  of  the  areas.  For 
example,  coupon  issuers  must  maintain 
a  level  of  coupon  inventory  to  ensure 
that  participants’  needs  are  met  on  a 
daily  basis  but  do  not  supply  other 
issuance  sites  with  bulk  supplies  of 
coupons.  Such  a  sub-unit  would  not  be 
classified  as  a  bulk  storage  point. 
Certification  offices  may,  issue  coupons 
in  emergency  situations  or  to  meet  the 
requirements  of  expedited  service  but 
do  not  routinely  issue  coupons  to 
households  under  standard 
certifications.  In  these  and  similar 
situations,  the  sub-unit  would  be 
classified  based  upon  its  primary 
function  exclusively.  However,  when 
any  sub-imit  is  selected,  all  program 
requirements  specified  in  §  275.8  which 
the  sub-unit  has  responsibility  for,  shall 
be  reviewed. 

(d)  Itinerant  Issuance  and 
Certification  Points.  Units  which  certify 
households  and/or  issue  coupons  as 
satellites  of  a  central  sub-unit  shall  not 
be  classified  as  independent  sub-units. 
Units  may  be  identified  as  itinerant 
when  they  do  not  operate  on  a  regular 
basis,  retain  certification  records,  store 
coupons,  transmit  information  directly 
to  the  DMU  and/or  develop  FNS-250 
reports  independently.  Examples  of  such 
units  include  mobile  units,  short  term  or 
seasonal  operations,  and  units  which 
may  operate  on  a  regular  basis  but  do 
not  meet  the  criteria  for  a  sub-unit 
described  in  paragraph  (a)  of  this 
section.  However,  when  a  sub-unit  is 
selected  for  review  which  acts  as  a 
parent  unit  for  itinerant  service  points, 
at  least  one  itinerant  point  per  sub-unit 
shall  be  reviewed  if  operational  at  the 
time  of  the  review. 

(e)  Selection  of  Sub-Units  in  Project 
Areas  with  Caseloads  of 3,000  or  more 
Participating  Households.  State 
agencies  shall  select  a  random  sample 
of  sub-units  for  on-site  review  for  each 
project  area  with  an  average  caseload  of 


3,000  or  more  (except  as  allowed  in 
paragraph  (e)(5)  of  this  section)  to 
ensure  that  the  sub-units  selected  are 
representative  of  the  project  area’s 
operation  of  the  program. 

(1)  Universe  and  Sample  Frames  for 
Sub-Units.  The  universe  for  sub-units 
shall  include  all  sub-units  which  are 
operational  in  the  project  area  at  the 
time  of  the  ME  review.  The  sample 
frames  for  sub-imits  shall  be  lists  of  sub¬ 
units  based  upon  the  classifications 
specified  in  paragragphs  (a)(1),  (2),  (3), 
(4)  and  (5)  of  this  section.  Sub-units  with 
combined  responsibilities  shall  be 
included  in  each  applicable  list.  Each 
list  shall  constitute  a  separate  sample 
frame  from  which  separate  samples 
shall  be  selected.* 

(2)  Sample  Sizes.  State  agencies  shall 
use  random  sampling  when  selecting 
sub-imits  for  on-site  review  to  ensure 
that  the  sub-units  selected  are 
representative  of  the  project  area’s 
operation  of  the  program:  except  as 
allowed  in  paragraph  (e)(5}  of  this 
section.  From  each  of  the  sample  frames 
established  in  paragraph  (^)(1)  of  this 
section,  a  separate  sample  shall  be 
selected  based  upon  the  sample  sizes  in 
the  following  table.  Sub-units  which 
have  the  responsibility  for  centralized 
operation  of  some  special  aspect  of  the 
program  (such  as  fair  hearings, 
complaints,  outreach,  etc.)  Shall  be 
selected  and  reviewed  for  that  function. 

Required 

sannple 

Number  of  subunits:  size 

>ioa . - - - - -  9 

75  to  99 _ 8 

50  to  74 . 7 

25  to  49 . 6 

10  to  24 _ _ _ _ _  6 

4  to  6 . 3 

<3 _  '» 

'  2  or  all,  whichever  is  less. 

(3)  Sample  Selection,  (i)  State 
agencies  may  use  any  random  sampling 
procedure  when  selecting  sub-units  for 
on-site  review,  provided  the  resultant 
sample  is  random  and  unbiased.  When 
the  number  of  sub-units  in  a  given  frame 
is  small,  the  simplest  technique  will 
suffice.  In  frames  containing  a  large 
number  of  sub-units.  State  agencies  may 
wish  to  use  a  systematic  sampling 
approach  as  it  is  often  the  least  time 
consuming  and  is  relatively  easy  to 
administer. 

(ii)  When  a  sub-unit(s)  with  combined 
responsibilities  is  selected  from  a  frame, 
it  shall  be  considered  to  have  been 
selected  from  all  frames  in  which  it 
appears  and  the  sample  sizes  adjusted 
for  those  frames  as  appropriate.  When 
sample  frames  contain  sub-units  with 
combined  responsibilities.  States  shall 
select  samples  sequentially  to  avoid  the 
potential  problem  of  selecting  more  sub- 
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units  than  necessary.  First,  States  shall 
select  from  the  frame  containing  the 
greatest  proportion  of  sub-units  with 
combined  responsibilities.  If  two  or 
more  frames  have  equal  proportions  of 
sub-units  with  combined 
responsibilities,  the  frame  with  the 
smallest  total  number  of  sub-units  shall 
be  sampled  from  first.  The  State  shall 
then  eliminate  from  the  other  frames  all 
sub-units  which  were  included  in  the 
first  frame,  regardless  of  whether  they 
were  selected  or  not.  Selecting  from  the 
frame  with  the  greatest  proportion  of 
sub-units  with  combined  responsibilities 
first  will  ensure  that  these  sub-units 
have  a  relatively  high  probability  of 
selection  in  the  first  sample  selected. 
Elimination  of  these  sub-imits  from 
other  frames  will  ensure  that  the  first 
sample  is  not  increased  in  subsequent 
selections.  If  the  remaining  frames 
continue  to  contain  sub-units  listed  in 
more  than  one  frame,  the  process  would 
continue,  i.e.,  the  frame  containing  the 
greatest  proportion  of  such  sub-units 
shall  be  sampled  from  second  and  all 
sub-units  included  in  that  frame 
eliminated  from  any  other  frames  in 
which  they  appear.  This  process  shall 
continue  until  no  sub-unit  appears  in 
more  than  one  frame. 

(iii)  When  ME  is  used  to  satisfy  the 
monitoring  requirement  of  §  274.1(c)(2) 
of  this  chapter  the  State  shall,  after 
following  the  sample  selection 
provisions  of  this  section,  select 
additional  issuance  or  bulk  storage 
points  from  those  which  were  included 
in  the  frame  prior  to  selection  but  were 
eliminated  as  required  in  paragraph 
(e)(3)(ii)  of  this  section  to  satisfy  ^e 
requirements  of  paragraphs  (b)(1)  (i)  emd 

(ii)  of  this  section.  In  this  instance  only 
the  issuance  responsibilities  of  the  sub- 
imit  need  be  reviewed.  If  an  issuance 
unit  with  combined  responsibilities  is 
selected  from  a  sample  frame  other  than 
the  issuance  frame,  and  is  not  listed  in 
the  issuance  frame  because  it  was 
reviewed  during  a  prior  review 
(paragraphs  (b)(1)  (i)  and  (ii)  of  this 
section),  the  State  may  omit  the  review 
of  that  sub-unit’s  issuance 
responsibilities. 

(4)  Selection  of  Additional  Sub-Units. 
Once  the  required  sample  for  a  given 
classification  has  been  selected, 
additional  sub-units  may  be  selected  for 
on-site  review.  However,  no  sub-unit 
may  be  dropped  once  selected  for 
review,  unless  a  Federal  audit  or 
investigation  is  to  be  conducted 
simultaneously  With  the  ME  review.  In 
these  instances,  the  sub-unit(s)  shall  be 
dropped  and  a  replacement(s)  randomly 
selected. 


(5)  Selection  of  Sub-Units  with 
Special  Characteristics.  When  a  sub¬ 
unit  has  some  special  characteristics, 
(e.g.,  large  nonassistance  caseload, 
operation  of  itinerant  issuance  points, 
etc.)  or  is  suspected  of  having  a  specific 
problem  in  its  operation  of  the  program, 
the  sub-unit  may  be  selected  from  its 
classification  before  the  required 
random  sample  selection  is  initiated. 
When  a  sub-unit  is  selected  based  upon 
such  considerations,  it  shall  be 
eliminated  from  the  frame  from  which  it 
was  selected  and  the  required  sample 
size  for  that  frame  shall  be  reduced  by 
one.  It  is  important  to  note  that  selection 
of  sub-units  on  a  nonrandom  basis  must 
be  completed  prior  to  selection  of  the 
required  random  samples.  If  the  State 
elects  to  select  sub-units  on  a 
nonrandom  basis,  no  more  than  25 
percent  of  the  sub-units  selected  from 
any  classification  shall  be  selected  in 
this  manner,  unless  the  required  sample 
size  is  two  or  less,  in  which  case  the 
State  may  select  one  sub-unit  in  this 
manner.  For  example,  if  the  required 
sample  size  for  issuance  offices  is  four, 
three  of  these  must  be  selected 
randomly. 

(f)  Selection  of  Sub-Units  in  Project 
Areas  With  Caseloads  of  Less  Than 
3,000  Participating  Households.  States 
shall  select  at  least  one  sub-unit  from 
each  classification  specified  in 
paragraph  (a)  of  this  section  during  the 
review  of  project  areas  with  average 
caseloads  of  less  than  3,000.  The  method 
used  to  select  these  sub-units  shall  be  at 
each  State’s  option.  If  the  project  area 
contains  a  sub-unit(s)  which  does  not 
fall  into  one  of  the  classifications  of 
paragraph  (a)  of  this  section,  but  such  a 
sub-unit(s)  has  the  responsibility  for 
operation  of  some  aspect  of  the  program 
that  must  be  reviewed  (as  identified  in 
§  275.8  of  this  part),  at  least  one  such 
sub-unit(s)  shall  also  be  selected  for 
review.  States  are  encouraged  to  select 
those  sub-units  which  best  represent  the 
project  area’s  operation. 

§  275.8  Review  coverage. 

(a)  Program  Requirements.  State 
agencies  shall  review  all  areas  of 
program  operation  specified  in  this 
section  by  examining  project  areas’ 
compliance  with  the  program 
requirements  outlined  below  during 
each  ME  review.  State  agencies  shall  be 
responsible  for  reviewing  each  program 
requirement  based  upon  the  provisions 
specified  in  Parts  271,  272,  273,  and  274, 
of  this  Chapter  as  reflected  by  the  FNS- 
approved  State  manuals,  FNS-approved 
Plans  of  Operation  and  other  FN^ 
approved  plans.  If  FNS  approves  a 
State’s  request  for  a  waiver  from  a 
program  requirement,  any  different 


policy  approved  by  FNS  would  also  be 
reviewed.  When,  in  the  course  of  a 
review,  a  project  area  is  found  to  be  out 
of  compliance  with  a  given  program 
requirement,  the  State  shall  identify  the 
specifics  of  the  problem  including:  The 
extent  of  the  deficiency,  the  cause  of  the 
deficiency,  and,  as  applicable,  the 
specific  procedural  requirements  the 
project  area  is  misapplying. 

(b)  Certification  Requirements.  ’The 
review  of  certification  responsibilities 
shall  encompass  the  following  program 
areas. 

(1)  Administration,  including  the 
requirements  that: 

(1)  The  project  area  maintain  records 
as  necessary  to  ascertain  whether  the 
program  is  being  conducted  properly 
and  use  forms  and  notices  designed  or 
approved  by  FNS  as  required: 

(ii)  The  project  area  makes  materials 
available  for  public  inspection  in 
accordance  with  required  procedures; 

(iii)  The  project  area  employ  sufficient 
staff  to  certify  and  issue  benefits 
accurately  to  eligible  households,  and 
process  fair  hearing  requests  within  the 
required  time  limits; 

(iv)  The  project  area  retain  all 
program  records  for  a  period  of  3  years 
from  the  month  of  origin; 

(v)  The  project  area  implement 

regulatory  changes  within  required  time 
frames.  , 

(2)  Application  processing,  including 
the  requirements  that: 

(i)  Applications  are  mailed  or 
otherwise  provided  on  the  day 
requested,  and  are  accepted  when 
submitted  so  long  as  they  have  a  name, 
address,  and  signatxire. 

(ii)  All  applicant  households  have 
face-to-face  interviews  in  a  certification 
site  prior  to  initial  or  recertification 
unless  a  telephone  interview  or  home 
visit  is  requested  and  warranted; 

(iii)  The  project  area  ensures  that  all 
household  members  18  or  over,  or  who 
have  non-excluded  income,  furnish  or 
apply  for  social  security  numbers; 

(iv)  The  project  area  assigns 
certification  periods  based  on  individual 
household  circumstances; 

(v)  Information  relating  to  households’ 
eligibility  and  benefit  levels  is  verified 
in  accordance  with  required  procedures: 

(vi)  The  project  area  provide  eligible 
households  that  complete  the  initial 
application  process  an  opportunity  to 
participate  no  later  than  30  calendar 
days  after  the  application  is  filed; 

(vii)  The  project  area  not  deny 
applications  in  which  a  delay  over  30 
days  is  the  fault  of  the  project  area,  but 
instead  follow  the  required  procedures: 

(viii)  Households  in  which  all 
members  apply  for  PA  be  allowed  to 
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jointly  apply  for  food  stamps  at  the 
same  time; 

(ix)  Households  found  eligible  be 
provided  with  benefits  for  the  month  of 
intitial  application; 

(x)  The  project  area’s  application 
procedures  identify  households  eligible 
for  expedited  procedures  at  the  time  the 
household  requests  assistance; 

(xi)  TTie  project  area  determines 
household  eligibility  for  expedited 
service  in  accordance  with  required 
procedures,  including  proper  application 
of  the  “destitute  household”  category; 

(xii)  The  project  area  provide 
households  eligible  for  expedited 
service  with  coupons  by  the  start  of  the 
third  working  day  following  the  day  of 
application  or  mail  an  ATP  or  coupons 
by  the  close  of  business  on  the  second 
working  day  following  the  day  of 
application; 

(xiii)  The  project  area  provide 
households  which  timely  reapply  with 
benefits  within  the  required  time  limits; 

(xiv)  Application  forms  be  readily 
accessible  to  potential^'/  eligible 
households,  groups  or  organizations 
involved  in  outreach  or  anyone  else 
requesting  the  form; 

(xv)  The  project  area  post  signs  in 
certification  offices  which  explain  the 
application  processing  requirements  and 
the  right  to  file  on  the  day  of  initial 
contact; 

(xvi)  All  authorized  representative 
procedures  are  complied  with  regarding 
application  processing. 

(3]  Work  registration,  including  the 
requirements  that: 

(i)  The  project  area  ensure  that  all 
household  members  required  to  register 
for  work  do  so  at  the  time  of  application 
and  once  every  6  months  thereafter; 

(ii)  The  project  area  forward  work 
registration  forms  to  the  appropriate 
State  ES  office;  and 

(iii)  The  project  area  take  appropriate 
action  on  information  received  from  the 
State  ES  office. 

(4)  Notification  to  households, 
including  the  requirements  that: 

(i)  Project  areas  provide  applicants 
with  either  a  notice  of  eligibility,  denial 
or  pending  status  within  30  days  after 
the  date  of  initial  application; 

(ii)  Notices  provided  to  households  be 
accurate  and  contain  all  required 
information; 

(iii)  The  project  area  uniformly  use 
either  a  notice  of  denial  or  pending 
status  when  verification  is  lacking; 

(iv)  The  project  area  provide 
households  with  a  notice  of  adverse 
action  as  required  before  any  action  is 
taken  to  reduce  or  terminate  benefits 
within  a  certification  period; 

(v)  ID  cards  be  issued  to  each 
participating  household  only  at  the  time 


of  certification  unless  a  replacement  is 
necessary;  and 

(vi)  The  project  area  provide  each 
participating  household  with  a  notice  of 
expiration  just  prior  to  or  at  the 
beginning  of  the  last  month  of  the 
certification  period. 

(5)  Action  upon  changes,  including  the 
requirements  that: 

(i)  The  project  area  not  impose  any 
reporting  requirements  on  households 
other  than  those  required; 

(ii)  Federal  and  State  food  stamp  mass 
changes  are  publicized  and  made 
effective  for  all  issuances  in  the  required 
time  limits; 

(iii)  Change  report  forms  be  provided 
to  households  at  initial  certification, 
recertification,  and  whenever  a  form  is 
returned; 

(iv)  When  possible,  the  project  area 
effect  food  stamp  changes  in  the  same 
month  as  a  mass  PA  change  but  effect 
the  change  not  later  than  the  month 
following  the  month  of  the  PA  change; 

(v)  When  households’  PA  benefits  are 
terminated,  the  project  area  not 
terminate  food  stamp  benefits,  but 
follow  the  required  procedures  for 
adjusting  households’  food  stamp 
benefits; 

(vi)  When  possible.  States  handle 
mass  adjustments  to  GA,  SSI,  and  Social 
Security  payments  as  mass  changes  and 
recompute  food  stamp  benefits  to  be 
effective  in  the  same  month  as  the  mass  . 
adjustment: 

(vii)  When  cost-of-living  increases  in 
SSI  or  Social  Security  benefits  are  not 
handled  as  a  mass  change,  the  project 
area  takes  action  to  reflect  these 
increases  in  food  stamp  benefit 
computations  within  four  months  after 
the  cost-of-living  increases  take  effect; 
and 

(viii)  The  project  area  accurately 
transmit  the  notice  of  change  or  lUR 
card  to  the  data  management  unit  in 
time  to  meet  processing  requirements 
including  requirements  for  decreases  in 
household  income  of  $50  a  month  or 
addition  of  a  new  household  member, 
and  that  the  notices  of  change  be 
accmate  and  contain  all  required 
information. 

(6)  Restoration  of  lost  benefits, 
including  the  requirements  that: 

(i)  The  project  area  restore  benefits  to 
households  as  required,  but  not  for 
losses  incurred  more  than  12  months 
from  the  date  the  State  becomes  aware 
of  the  loss; 

(ii)  The  project  area  notify  households 
of  their  entitlement  to  restoration  and 
other  required  information; 

(iii)  The  project  area  follow  the 
required  procedures  in  determining  the 
amount  to  be  restored;  and 


(iv)  The  project  area  maintain  an 
accounting  system  for  documenting  a 
household’s  entitlement  and  current 
balance  for  restored  benefits. 

(7)  Claims  against  households, 
including  the  requirements  that: 

(i)  The  project  area  establish  a  claim 
against  any  household  that  has  received 
more  food  stamp  benefits  than  it  was 
entitled  to  receive  following  the  required 
procedures; 

(ii)  The  project  area  initiate  collection 
action  by  sending  demand  letters  which 
contain  all  required  information; 

(iii)  The  project  area  offsets  claims 
against  lost  benefits; 

(iv)  The  project  area  follow  State  and 
FNS  procedures  for  suspension  and 
termination  of  claims;  and . 

(v)  The  project  area  maintain  an 
accounting  system  for  monitoring  claims 
against  households  which  meets  the 
required  criteria.  ' 

(8)  Fraud  disqualification,  including 
the  requirements  that; 

(i)  The  project  area  initiate 
administrative  fraud  hearings  when 
required  and  notify  households  in 
writing  at  least  30  days  prior  to  the 
hearing: 

(ii)  Within  90  days  of  the  notification 
date  the  hearing  be  conducted,  a 
decision  reached  and  action  taken; 

(iii)  Individuals  be  disqualified  for  3 
months  when  found  quilty  of  fi'aud  in  an 
administrative  fraud  hearing;  and 

(iv)  Fraud  claims  that  are  not  repaid 
in  cash  are  recouped  from  allotments  in 
accordance  with  required  procedures. 

(9)  Fair  hearings,  including  the 
requirements  that: 

(i)  Fair  hearings  be  provided  to  any 
household  aggrieved  by  any  action  of 
the  State  agency  which  occiured  in  the 
prior  90  days  or  any  action  during  the 
certification  period  which  affects  the 
household’s  current  benefits; 

(ii)  Within  45  days  of  receipt  of  a 
request  for  a  local  level  fair  hearing,  the 
hearing  be  conducted,  the  decision 
reached  and  action  taken  to  notify  the 
household  and  local  office  in  writing  of 
the  decision,  the  reason  for  the  decision, 
the  available  appeal  rights,  and  the 
effects  of  the  decision  on  the 
household’s  benefits; 

.  (iii)  Advance  written  notice, 
containing  all  required  information,  be 
provided  to  all  parties  at  least  10  days 
prior  to  the  hearing;  and 

(iv)  A  household  who  has  requested  a 
fair  hearing  within  the  period  provided 
by  the  notice  of  adverse  action  and  has 
not  specifically  waived  continuation  of 
benefits,  continue  to  participate  on  the 
basis  authorized  prior  to  the  notice  of 
adverse  action; 
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(v)  The  project  area  reflect  fair 
hearing  decisions  in  households’  benefit 
within  the  required  time  limits. 

(10)  Sixty-day  continuation  of 
beneflts,  including  the  requirements 
that: 

(i)  The  project  area  provide 
continuation  of  certification  for  any 
household  which  moves  from  one 
project  area  to  another  (and  meets  the 
required  criteria)  for  2  months; 

(11)  The  projects  areas  involved  in  the 
household’s  move  prepare,  accept,  and 
act  upon  the  Form  FNS-286  following 
required  procedures:  and 

(iii)  Single  project  area  States  provide 
for  the  continuous  service  to  certifled 
households  which  move  from  one 
political  subdivision  to  another  in  the 
State  and  meet  the  required  criteria. 

(c)  Issuance  Requirements.  ’The 
review  of  issuance  responsibilities  shall 
encompass  the  following  program  areas; 

(1)  Monitoring  of  coupon  issuers, 
including  the  requirement  for  an  on-site 
review  of  each  coupon  issuer  and  bulk 
storage  point  at  least  once  every  three 
years. 

(2)  HIR  masterfile,  including  the 
requirements  that: 

(i)  The  masterflle  include  records  for 
all  certifled  households; 

(ii)  The  masterflle  be  divided  into 
active  and  inactive  HIR’s; 

(iii)  The  masterflle  contain  all 
required  information  for  each 
household; 

(iv)  The  masterflle  be  updated  as 
required  upon  receipt  of  a  notice  of 
change  and  controls  be  established  for 
expired  certiflcations; 

(v)  Before  establishing  a  HIR,  the 
masterflle  be  checked  to  ensure  that  the 
household  is  not  currently  participating 
or  disqualifled;  and 

(vi)  When  an  ATP  is  issued  under 
expedited  service  procediires  the 
masterflle  be  checked  and  corrective 
action  taken  as  necessary. 

(3)  Coupon  issuers,  including  the 
requirements  that: 

(i)  Coupon  issuers  check  each 
person’s  ID  (and  ATP  if  applicable)  and 
perform  signatiire  comparison  before 
coupon  issuance; 

(ii)  The  coupon  issuer  reconcile  its 
issuance  on  a  daily  basis;  and 

(iii)  'The  physical  inventory  of  each 
coupon  issuer  agree  with  its  perpetual 
inventory  records  and  monthly  reports. 

(4)  General  issuance  system 
requirements  including  those  that; 

(i)  Replacement  allotments  be 
provided  as  required  following  the 
prescribed  proced\ire; 

(ii)  The  project  area  have  a  system 
which  allows  issuance  of  coupons  to 
emergency  representatives  following  the 
prescribed  procedures; 


(iii)  The  project  area  provide 
households  certifled  on  an  expedited 
basis  an  opportunity  to  obtain  coupons 
within  the  prescribed  time  limits; 

(iv)  The  project  area  take  the  required 
actions  to  maintain  control  over 
manually  prepared  ATP’s; 

(v)  In  an  HIR  system,  staggered 
issuance  be  completed  by  the  15th  of  the 
month;  and 

(vi)  Participants  certifled  after  the 
25th  of  a  month  be  allowed  at  least  20 
calendar  days  to  obtain  their  coupons. 

(5)  ATP  issuance,  including  the 
requirements  that: 

(i)  ATP’s  contain  all  required 
information; 

(ii)  ATP’s  be  valid  only  for  the  month 
of  issuance  except  when  issued  after  the 
25th  day  of  the  month; 

(iii)  ATP’s  be  mailed  following 
required  procedures; 

(iv)  Replacement  ATP’s  be  provided 
as  required  following  established  ^ 
procedures; 

(v)  Project  areas  which  stagger 
issuance  of  ATP’s  complete  issuance  by 
the  15th  day  of  the  month;  emd 

(vi)  Project  areas  maintain  a  control 
log  for  ATP’s  returned  as  undelivered 
which  contains  the  required  information. 

(6)  Mail  issuance,  including  the 
requirements  that; 

(i)  'The  project  area  maintain  a  mail 
issuance  log  which  contains  the  required 
information; 

(ii)  At  least  two  persons  be  involved 
in  the  mailing  operation; 

(iii)  Controls  be  established  to  prevent 
participation  through  both  mail  and 
over-the-coimter  issuance; 

(iv)  The  project  area  stagger  issuance 
through  the  10th  day  of  the  month  using 
flrst  class  mail;  and 

(v)  When  coupons  .are  lost  in  the  mail, 
the  project  area  take  the  required  action. 

(d)  Distribution  of  Coupons.  The 
review  of  coupon  management  shall 
encompass  the  requirements  that: 

(1)  llie  project  area  establish  a 
coupon  inventory  management  system 
which  ensmes  that  coupons  are 
requisitioned  and  inventories 
maintained  following  established 
procedures; 

(2)  Coupon  issuers  and  bulk  storage 
points  comply  with  established 
procedures  when  shipping  or  receiving 
coupons;  and 

(3)  Coupon  issuers  and  bulk  storage 
points  cancel  improperly  manufactured 
or  mutilated  coupons  and  follow  State 
and  FNS  procedures  for  disposition  of 
such  coupons; 

(4)  Coupon  issuers  cancel  unused 
coupons  and  follow  State  procedures  for 
disposition  of  such  .coupons. 

(e)  Reporting/Jiecordkeeping.  The 
review  of  reporting  and  recordkeeping 


responsibilities  shall  include  the 
requirements  that 

(1)  All  mail  issuance  activity  be 
reported  on  the  Form  FNS-250,  Food 
Coupon  Accountability  Report, 
following  required  procedures: 

(2)  The  project  area  correctly  prepare 
Form  FNS^-259,  Quarterly  Food  Stamp 
Mail  Issuance  Report 

(3)  Coupon  issuers  and  bulk  storage 
points  correctly  prepare  Form  FNS-250 
reports  monthly; 

(4)  Coupon  issuers  and  bulk  storage 
points  correctly  prepare  Forms  FNS-261, 
Advices  of  Shipment  and  FNS-300. 
Advices  of  Transfer,  as  necessary; 

(5)  The  project  area  maintain  issuance 
records  for  a  period  of  3-years  from  the 
month  of  origin; 

(6)  The  project  area  obtain  data  on 
households  by  racial/ethnic 
classification;  and 

(7)  ’The  project  area  correctly  prepare 
Form  FNS^256,  Monthly  Report  of 
Participation  and  Issuance. 

(f)  Reconciliation.  The  review  of 
reconciliation  shall  encompass  the 
following  areas: 

(1)  ATP  system  reconciliation, 
including  the  requirements  that; 

(1)  The  project  area  verify  the  number 
of  transacted  ATFs  and  the  total  value 
of  coupon  issuances  on  a  monthly  basis 
following  the  established  procedures  for 
ATP’s  not  reconciled; 

(ii)  ’The  project  area  post  and 
reconcile  all  transacted  ATFs  against 
the  HIR  masterflle  following  required 
procedures; 

(iii)  The  project  area  identify  all  ATFs 
which  do  not  reconcile  as  required. 

(2)  HIR  system  reconciliation, 
including  the  requirements  that: 

(i)  The  project  area  select  and 
compare  20  percent  of  both  open  and 
closed  HIR’s  to  the  caseflles  on  a 
semiannual  basis;  and 

(ii)  If  the  caseflie  cannot  be  located 
for  a  selected  HIR  card,  a  total  review  of 
all  HIR’s  and  caseflles  be  conducted. 

(g)  Security/Control.  The  review  of 
security  and  control  shall  include  the 
requirements  that 

(1)  The  project  area  provide  security 
for  and  control  all  issuance  documents 
which  establish  household  eligibility 
while  the  documents  are  being  stored, 
transferred  or  processed; 

(2)  The  project  area  provide  secme 
storage  and  limit  access  to  blank  ID 
cards  and  Notices  of  Change; 

(3)  The  project  area  establish  control 
and  security  procediures  to  safeguEird 
coupons; 

(4)  The  project  area  provide  secure 
storage  and  reasonable  protection  for  all 
coupons  during  transit; 
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(5)  The  project  area  promptly  report  to 
FNS  any  loss,  theft  or  embezzlement  of 
coupons;  and 

(6)  The  project  area  divide  the 
responsibility  for  eligibility 
determinations  and  issuance  among 
certification,  data  management,  and 
issuance  units. 

(h)  Complaint  Procedures.  [Reserved] 

(i)  Points  and  Hours.  The  review  of 
project  areas*  compliance  with  the 
points  and  hours  standards  established 
by  §  272.5  of  this  Chapter  shall  include 
the  requirements  that: 

(1)  A  needs  assessment  is  conducted 
in  each  county,  or  incorporated  city, 
which  takes  the  required  factors  into 
account; 

(2)  A  service  plan  is  developed  for 
each  county,  or  incorporated  city, 
following  the  required  procedures, 
including  the  solicitation  and  use  of 
public  comments  and  the  application  of 
the  minimum  service  standards; 

(3)  Service  plans  are  correctly 
implemented  including  the  continued 
applicability  of  approved  exceptions  or 
alternative  levels  of  service;  and 

(4)  The  certification  and  issuance  sites 
which  are  selected  for  review 
adequately  meet  service  needs. 

(j)  Outreach.  The  review  of  outreach 
activities  shall  include  the  requirements 
that: 

(1)  The  project  area  actively  attempt 
to  enlist  local  volunteers,  including 
individuals,  groups,  agencies  and 
organizations  to  assist  in  the  outreach 
effort  and  ensure  that  they  receive  the 
necessary  training; 

(2)  The  project  area  establish  and  use 
media  contacts  on  a  regular  basis  to 
provide  current  information  on  the 
program; 

(3)  Printed  materials  provided  by  the 
State  are  distributed  as  required; 

(4)  The  project  area  identify  barriers 
to  participation  and  assist  in  formulating 
corrective  actions; 

(5)  The  project  area  coordinate 
outreach  activities  with  other  groups, 
agencies  or  organizations  performing 
food  stamp  outreach  in  the  project  area, 
including  Community  Food  and 
Nutrition  Program  Grantees; 

(6)  The  project  area  operate  the 
referral  system  and  attempt  to  extend  it 
to  all  relevant  agencies  and 
organizations  in  accordance  with 

S  277.6(b)(2)(i]  of  this  chapter,  including 
but  not  limited  to  all  local  PA  and  GA 
offices; 

(7)  The  project  area  refer  appropriate 
participants  to  WIC  or  CSFP  programs 
operating  in  the  area,  and  to  the  SSI 
program; 

(8)  Outreach  reports  be  developed 
correctly; 
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(91  Special  outreach  efforts  be 
developed  as  required; 

(10)  The  project  area  conduct  any 
activities  needed  to  comply  with 
required  special  efforts  to  distribute 
outreach  materials  directly  to  recipients 
of  unemployment  compensation,  and  to 
recipients  of  other  programs;  and 

(11)  The  project  area  adhere  to  any 
provisions  of  the  State’s  Outreach  Plan 
which  requires  activity  at  the  local  level. 

(k)  Personnel  Requirements.  The 
review  of  personnel  requirements  shall 
include  the  requirements  that: 

(l)  Appropriate  bilingual  staff  or 
interpreters  and  materials  be  provided 
in  those  project  areas  requiring  bilingual 
services: 

(2)  A  continuing  training  program  be 
instituted  for  all  applicable  food  stamp 
personnel; 

(3)  Only  merit  personnel  be  used  in 
the  certification  process; 

(4)  Only  authorized  personnel  be 
permitted  access  to  issuance  documents 
and  coupons; 

(5)  The  fair  or  firaud  hearing  official 
meet  one  of  the  required  criteria; 

(6)  A  local  outreach  coordinator,  with 
sufficient  clerical  staff,  is  employed  who 
expends  sufficient  time  to  accomplish 
the  activities  specified  in  the  outreach 
plan. 

(1)  State  administration.  When  an 
area  of  program  operation  or  a  program 
requirement  is  performed  at  the  State 
level  and  the  project  area  has  no 
responsibility  for  direct  administration 
of  that  area  or  requirement,  it  will  be 
reviewed  by  FNS  and  need  not  be 
included  in  ME  reviews.  An  example  of 
this  is  when  the  HIR  master  file  is 
maintained  at  the  State  level,  and  the 
project  areas  have  no  responsibility  for 
direct  administration  of  the 
requirements  associated  with  the  master 
file.  In  this  and  similar  situations  the 
program  area  cannot  be  reviewed  during 
ME  reviews  and  will  be  reviewed  by 
FNS  as  identified  in  §  275.3(d). 

§  275.9  Review  process 

(a)  Review  procedures.  State  agencies 
shall  review  Ae  program  requirements 
associated  with  the  program  area 
specified  in  §  275.8  of  this  part  in 
accordance  with  the  procedures  outlined 
in  this  section.  As  each  project  area’s 
operational  structure  will  differ.  States 
shall  review  each  program  requirement 
applicable  to  the  project  area  in  a 
manner  which  will  best  measure  the 
project  area’s  compliance  with  each 
program  requirement. 

(b)  ME  review  plan.  (1)  State  agencies 
shall  develop  a  review  plan  prior  to 
each  ME  Review.  This  review  plan  shall 
specify  whether  the  project  area  is  large, 
medium  or  small  and  shall  contain: 
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(i)  Identification  of  the  project  area  to 
be  reviewed  and  the  dates  the  review 
will  be  conducted  including  the 
beginning  and  ending  dates  of  the 
review  periods  for  casefiles  and 
program  records; 

(ii)  Information  secured  from  the 
project  area  regarding  its  caseload  and 
organization  including: 

(A)  Identification  of  each  sub-unit,  by 
classification,  within  the  project  area 
including  identification  of  those  with 
combined  responsibilities  and  those 
with  itinerant  service  points; 

(B)  Identification  of  where  casefiles  or 
individual  program  records  are 
physically  maintained  within  the  project 
area  and  the  controls  used  to  organize 
them,  i.e..  logs,  lists  of  actions,  etc.; 

(C)  The  project  area’s  average  active 
monthly  caseload  over  the  review 
period  and,  for  all  records  maintained  in 
systems  of  records  other  than  casefiles 
(which  will  not  be  selected  and 
reviewed  based  upon  the  casefile 
sample),  the  number  generated  during 
the  review  period  in  the  project  area; 

(iii)  Identification  of  the  certification 
.offices,  issuance  offices,  bulk  storage 
points,  reporting  points,  and  data 
management  units  selected  for  review 
and  the  technique  used  to  select  them; 

(iv)  Identification  of  any  sub-unit(s) 
selected  on  other  than  a  random  basis 
as  identified  in  §  275.7(e)(5)  of  this  part 
and  the  reason  for  its  nonrandom 
selection; 

(v)  Identification  of  whether  the  State 
is  using  the  ME  review  to  monitor 
coupon  issuers  and  bulk  storage  points 
as  discussed  in  §  275.7(b)  of  this  part; 

,  (vi)  Identification  of  whether  the  State 
agency  plans  to  select  casefiles  only 
fi'om  those  sub-units  selected  for  review 
or  on  a  project  area-wide  basis  as 
described  in  paragraph  (d)  of  this 
section,  and  a  description  of  the  sample 
framejs)  fi'om  which  the  sample(s)  is 
selected,  including: 

(A)  Whether  separate  frames  or  lists 
must  be  combined; 

(B)  The  type(s)  of  records  contained  in 
the  frame; 

(C)  How  many  sample  units 
(individual  records  or  casefiles)  are  in 
the  sample  fiame(s). 

(D)  Whether  program  records 
maintained  outside  of  the  casefile 
system  will  be  selected  based  upon  the 
casefile  sample  or  whether  an 
independent  sample  will  be  selected; 
and 

(E)  Any  other  information  that  will 
simplify  and  ensure  that  the  selection 
process  is  random. 

(2)  In  instances  where  the  actual  * 
number  of  casefiles  or  program  records 
is  imknown.  State  agencies  shall 
estimate  using  the  best  information 
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available.  When  estimating,  the  State 
shall  consider  all  available  data  sources 
and  use  the  most  accurate. 

(3)  ME  review  plans  shall  be 
maintained  in  an  orderly  fashion  and  be 
made  available  to  FNS  upon  request. 

(c)  Review  methods.  (1)  State  agencies 
shall  determine  the  optimal  method  of 
reviewing  the  program  requirements 
associated  with  each  program  area.  For 
some  areas  of  program  operation  it  may 
be  necessary  to  use  more  than  one 
method  of  review  to  determine  if  the 
project  area  is  in  compliance  with  all 
program  requirements. 

(2)  State  agencies  shall  use  selection 
of  casefiles  and  examination  of  program 
records  contained  therein,  as  described 
in  paragraphs  (d),  (e)  and  (f)  of  this 
section,  to  review  all  program 
requirements  that  lend  themselves  to 
such  an  approach.  For  example,  several 
processing  and  notice  requirements  (see 
§  275.8(b)  of  this  part)  lend  themselves 
to  review  through  examining  a  sample  of 
casefiles  and  shall  be  reviewed  in  this  . 
manner.  For  requirements  which  do  not 
lend  themselves  to  this  approach  or 
where  another  approach  may  augment 
the  results  olrecord  examination,  State 
agencies  may  use  any  of  the  following 
review  methods  to  measure  project  area 
and/or  sub-unit  compliance  with 
program  requirements,  provided  that  the 
method  used  ensures  complete  coverage 
of  the  program  requirement  it  is  applied 
to: 

(i)  On-site  observation  of  project  area 
procedures; 

(ii)  Discussion  of  procedures  with 
appropriate  project  area  officials  and 
workers,  local  food  stamp  advocacy  or 
outreach  groups,  or  food  stamp 
households; 

(iii)  Reconstruction  of  an  actual 
process  and  comparison  of  findings  with 
the  project  area’s;  and 

(iv)  Step-by-step  walk  through  of  a 
certain  procedure  with  appropriate 
workers  or  officials. 

(3)  State  agencies  shall  ensure  that  the 
method  used  to  review  a  program 
requirement  does  not  bias  the  review 
findings.  Bias  can  be  introduced  through 
leading  questions,  incomplete  reviews, 
incorrect  sampling  techniques,  etc. 

(4)  State  agencies  may  go  beyond  the 
review  methods  listed  above  to  examine 
project  areas’  compliance  with  program 
areas  where  specific  problems  are 
known  to  exist  or  where  special 
emphasis  is  desired.  States  may  select 
additional  or  larger  samples  of  casefiles 
or  use  another  method  of  review  which 
goes  into  greater  depth  and  results  in 
more  conclusive  information. 

(d)  Selection  of  casefiles  in  project 
areas  with  caseloads  of 3,000  or  more 


participating  households.  (1)  A  casefile 
is  a  collection  of  program  records  used 
to  establish  the  food  stamp  eligibility 
status  of  a  household.  Program  records 
which  are  commonly  maintained  in  ^ 
casefiles  include  but  are  not  limited  to: 
Applications;  application  worksheets; 
Notices  of  Adverse  Action;  Notices  of 
Expiration;  Notices  of  Eligibility,  Denial, 
and  Pending  Status;  work  registration 
forms;  transfer  of  household  benefit 
forms;  and  Notices  of  Change.  While  all 
of  the  above  listed  forms  may  not  be 
maintained  in  casefiles,  all  that  are  so 
maintained  shall  be  subject  to 
examination  through  selection  of  a 
sample  of  casefiles. 

(2)  ME  casefile  universe.  The  universe 
for  the  ME  selection  of  casefiles  consists 
of  all  active  casefiles  maintained  in  the 
project  area  at  the  end  of  the  5-month 
review  period,  all  inactive  casefiles 
which  were  denied  or  terminated  during 
the  review  period  and  all  casefiles  for 
households  whose  application  is 
pending  at  the  end  of  the  review  period. 
All  casefiles  excluded  from  this  universe 
shall  not  be  subject  to  review  during  the 
ME  review.  The  6-month  review  period 
may  be  the  6  months  prior  to  the  month 
preceding  the  mo^th  of  review.  This  is  a 
State  option  intended  to  allow  flexibility 
in  the  construction  of  sample  fi'ames. 

(3)  ME  sample  frames  for  casefiles.  (i) 
States  shall  have  the  option  of  using  any 
sample  fi'ame  in  the  selection  of 
casefiles  for  review;  provided  that  the 
fi'ame  used  includes  either:  all  casefiles 
subject  to  review  in  the  project  area  or 
all  casefiles  subject  to  review  in  those 
sub-units  selected  for  review  whicTi 
maintain  casefiles  (see  §  275.7  of  this 
part).  In  either  case,  each  casefile 
subject  to  selection  and  review  shall 
have  a  known  non-zero  probability  of 
being  selected. 

(ii)  Whether  the  State  elects  to  use  a 
frame  consisting  of  all  casefiles  in  the 
project  area  or  only  those  maintained  in 
sub-units  selected  for  review,  the  State 
shall  ensure  that  all  casefiles  that  fall 
within  the  definition  are  included  and 
that,  whenever  possible,  casefiles  not 
subject  to  review  are  eliminated  from 
the  frame  prior  to  selection. 

(iii)  If  the  State  elects  to  sample  only 
fi'om  those  sub-units  selected  for  review 
which  maintain  casefiles,  the  sample 
frame(s)  shall  consist  of  either:  A 
composite  list  of  all  casefiles  subject  to 
review  in  those  sub-units  or  separate 
lists  of  casefiles  from  each  sub-unit 
selected  for  review. 

(iv)  The  actual  form  of  the  ME  casefile 
sample  fi'ame  shall  be  at  each  State’s 
option.  Example  of  ME  sample  fi'ames 
include:  Lists  of  ATP’s  issued  in  the  last 
month  of  the  review  period;  lists  of  all 
households  which  are  certified  eligible 


at  the  end  of  the  review  period;  the  HIR 
masterfile;  etc.  Many  of  these  lists 
would  have  to  be  supplemented  with  a 
list  or  lists  reflecting  actions  taken  to 
deny,  terminate  or  hold  a  case  pending 
for  those  cases  not  accounted  for  in  the 
basic  frame.  It  is  possible  that  in 
combining  lists  of  active  and  inactive 
casefiles  some  may  be  listed  more  than 
once,  and  would  thus  create  problems  in 
selection  of  the  required  sample  size 
specified  in  paragraph  (d)(4)  of  this 
section  and  bias  the  sample.  In 
addressing  this  problem.  States  must 
eliminate  duplicative  listing  of  casefiles 
prior  to  sample  selection. 

(v)  For  each  of  the  frames  mentioned 
above,  some  casefile  system  is 
necessary  that  allows  retrieval  of 
individual  casefiles  by  name,  number  or 
any  other  identifying  character  for 
proper  sample  selection.  If  the  project 
area’s  organization  prohibits  this,  the 
State  could  use  the  physical 
organization  of  the  project  area’s 
casefiles  as  a  sample  frame.  While  this 
method  has  certain  advantages  (e.g., 
avoids  the  problem  of  casefiles  being 
listed  more  than  once),  it  should  be 
avoided,  as  accurate  frame  construction 
and  maintaining  control  of  the  selection 
process  will  be  difficult. 

(vi)  States  also  have  the  option  of 
using  the  quality  control  sample  for 
selection  of  casefiles;  provided  that  the 
quality  control  sampling  and  review 
process  is  not  affected,  and  all 
necessary  adjustments,  additions,  etc. 
are  made  to  ensure  compliance  with  the 
requirements  of  this  section. 

(4)  Casefile  sample  sizes.  The  number 
of  casefiles  that  must  be  selected  during 
each  ME  review  shall  be  based  upon  the 
project  area’s  average  caseload  over  the 
6-month  review  period.  Average 
caseload  shall  be  the  average  of  the 
total  number  of  households  certified 
eligible  at  the  beginning  of  each  of  the 
months  in  the  review  period. 
Achievement  of  the  required  sample  size 
shall  be  based  upon  the  total  number 
selected  which  meet  the  imiverse 
definition  of  paragraph  (d)(2)  of  this 
section.  For  example,  if  a  State  is 
required  to  select  500  casefiles  and  does 
so,  the  required  sample  has  been 
achieved  if  50  of  the  casefiles  selected 
have  required  no  action  during  the 
review  period.  However,  States  shall,  on 
the  ME  review  worksheet  outlined  in 
paragraph  (g)  of  this  section,  identify  the 
proportion  of  casefiles  selected  which 
are  not  subject  to  review.  The  following 
table  establishes  the  minimum  number 
of  casefiles  State  agencies  shall  select 
during  each  ME  review  of  project  areas 
with  caseloads  of  3,000  or  more 
participating  households.  The  maximum 
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required  sample  size  for  any  project 
area  is  600. 


Averag*  S-mo.  caseload  for  the  ■  Requirad 
project  area  (N)  casefHe 

sample  size 


>75.000 . . . . . .  600 

3.000  to  74.999 . .  '100+.007 

(N-3.000) 


>  Where  N  is  the  project  areas  average  participating  case¬ 
load. 

(5)  Selection  of  individual  program 
records,  (i)  When  one  or  more  of  the 
program  records  identified  in  paragraph 

(d)(1)  of  this  section  is  maintained 
independently  of  the  project  area’s 
casefile  system,  the  State  shall  either 
select  and  review  an  independent 
sample  of  those  records,  or  select  and 
examine  those  records  corresponding  to 
the  casefile  sample  which  must  be 
selected  as  outlined  in  paragraphs 
(d)(2)(3)  and  (4)  of  this  section.  If  a  State 
chooses  the  former  option  the 
requirements  of  the  following 
paragraphs  must  be  adhered  to.  In 
addition,  when  program  records  related 
to  fair  hearings,  restoration  of  lost 
benefits,  claims  against  households,  etc. 
are  maintained  independently  of  the 
project  area’s  casefile  system,  a  sample 
of  those  program  records  shall  be 
selected  independently  of  the  casefile 
sample. 

(ii)  The  universes  for  program  records  ‘ 
maintained  outside  of  the  project  area’s 
casefile  system  shall  include  those 
generated  or  acted  upon  in  the  6-month 
review  period  except  that  the  universe 
for  ATP’s  shall  be  those  generated  in  the 
last  month  of  the  review  period. 

(iii)  The  sample  frame  for  individual 
program  records  shall  consist  of  either. 
All  program  records  subject  to  review  in 
the  project  area  or  those  maintained  in 
the  sub-units  selected  for  review.  Any 
program  records  which  are  not  in  the 
above  universe  shall  not  be  subject  to 
review. 

(iv)  Sample  sizes  for  program  records 
shall  be  based  upon  the  total  number  in 
the  project  area  of  each  type  which  are 
subject  to  review.  The  following  table 
establishes  the  required  sample  size  for 
program  records  maintained  outside  of 
the  project  area’s  casefile  system. 


Total  number  of  program  records 

Required 

sample 

size 

>500.... 

100-600. 

<100... 

. ^ . . . . . 

State  option 

(v)  For  project  areas  with  less  than 
100  of  a  given  type  of  individual 
program  record,  the  State  shall  select 
and  examine  a  representative  number, 
but  the  specific  number  shall  be  at  the 
State’s  option. 


(vi)  Since  States  may  use  samples  of 
HIR’s  or  ATP’s  to  select  casefile 
samples,  the  HIR’s  or  ATP's  so  selected 
may  be  reviewed  and  would  satisfy  the 
sample  requirements  for  those  program 
records. 

(6)  Sample  selection,  (i)  State  agencies 
shall  select  casefiles  or  individual 
records  in  accordance  with  accepted 
sampling  methodology.  The  actual 
technique  used  to  select  samples  will  be 
at  the  option  of  the  State  agency, 
provided  that  the  technique  yields  a 
random  and  unbiased  sample. 
Systematic  sampling  is  recommended  as 
it  is  relatively  easy  to  administer  and 
control  in  terms  of  cost  and  time. 

(ii)  States  that  choose  to  select 
samples  only  from  those  sub-units 
selected  for  review  shall  do  so 
proportionally.  From  all  sub-units 
selected  for  review  that  contain 
casefiles  or  individual  program  records, 
a  proportion  of  the  required  sample  for 
that  record  (see  paragraph  (d)(5)  of  this 
section)  or  casefiles  must  be  selected. 
This  proportional  sampling  can  be 
achieved  either  by  selecting  fi'om  a 
composite  list  of  all  casefiles  subject  to 
review  in  those  sub-units  selected  for 
review,  or  if  the  State  elects  to  sample 
fi:om  each  sub-unit  independently,  by 
making  the  following  computations: 

(A)  Calculate  the  total  number  of 
casefiles  or  program  records  maintained 
in  each  of  the  sub-units  selected  for 
review; 

(B)  Find  the  percentage  the  number  of 
casefiles  or  program  records  maintained 
in  each  sub-imit  represents  of  the  total 
number  identified  in  paragraph 
(d)(6)(ii)(A)  of  this  section;  and 

(C)  Multiply  the  required  sample  size 
for  the  casefile  or  program  records  by 
each  of  the  sub-units’  percentages  from 
paragraph  (d)(6)(ii)(B)  of  this  section. 

(iii)  States  which  choose  to  select 
samples  on  a  project  area-wide  basis 
shall  adhere  to  the  provisions  of  §  275.7 
of  this  part  and  may  not  eliminate 
casefiles  once  selected  in  the  sample 
simply  because  of  travel  or  similar 
considerations. 

(e)  Selection  of  casefiles  in  project 
area's  with  caseloads  of  less  than  3,000 
participating  households.  (1)  During  the 
review  of  project  areas  with  average 
caseloads  of  less  than  3,000,  the  State 
shall  select  a  representative  number  of 
casefiles  and/or  program  records  to 
measure  the  project  area’s  compliance 
with  the  program  requirements 
associated  with  such  records.  States 
shall  select  and  examine  the  program 
records  mentioned  in  paragraphs  (d)(1) 
and  (d)(5)(i)  and  (vi)  of  this  section. 

(2)  It  is  recommended  that  the 
program  records  selected  be  as 
representative  of  the  project  area’s 


operation  as  possible.  While  random 
selection  is  not  required  in  small  project 
areas,  it  is  recommended  when  possible. 
States  which  wish  to  select  a  random 
sample  may  follow  the  requirements  of 
paragraph  (d)  of  this  section. 

(3)  In  developing  review  plans  for 
small  project  areas.  States  may 
disregard  the  requirements  of 
§  275.9(b)(l)(ii)(C),  (iv)  and  (vi)  of  this 
part. 

(f)  Examination  of  casefiles /program 
records.  State  agencies  shall  examine  all 
casefiles  which  are  subject  to  review  to 
determine  the  correctness  of  actions 
taken  by  the  project  area  based  upon 
the  program  requirements  for  a  given 
action.  All  of  the  program  requirements 
specified  in  §  275.8  of  this  part,  which 
can  be  reviewed  through  examination  of 
casefiles  and  program  records,  shall  be 
so  reviewed.  States  shall  examine  the 
content  of  each  casefile  to  determine 
whether  all  actions  required  to  have 
been  taken  were,  if  the  actions  taken 
should  have  been,  and  whether  the 
actions  taken  followed  required  policies 
and  procedures.  All  actions  taken 
(including  any  that  should  have  been 
taken  but  were  not)  in  the  review  period 
for  a  case  selected  for  review,  relating  to 
program  requirements  that  must  be 
reviewed,  shall  be  examined  and  the 
results  of  such  examination(s)  shall  be 
recorded  on  the  ME  review  worksheet. 

(g)  Review  worksheet.  (1)  State 
-.agencies  shall  use  a  review  worksheet 

to  be  approved  by  FNS,  to  record  all 
review  findings.  For  each  sub-unit 
reviewed  the  State  agency  shall,  on  the 
worksheet,  identify: 

(1)  The  sub-unit  being  reviewed; 

(ii)  Each  program  requirement 
reviewed  in  the  sub-unit; 

(iii)  The  method  used  to  review  each 
program  requirement; 

(iv)  A  description  of  any  deficiency 
detected; 

(v)  The  cause(s)  of  any  deficiency 
detected,  if  known; 

(vi)  The  number  of  casefiles  and/or 
program  records  selected  and  examined 
within  the  sub-unit,  identification  of 
those  selected  (record  case  number, 
household  name,  etc.),  the  proportion 
which  were  not  subject  to  review,  as 
well  as  the  method  used  to  select  the 
sample; 

(vii)  Where  applicable,  the  numerical 
extent  of  any  deficiency  detected 
through  examination  of  program 
records;  and 

(viii)  Any  pertinent  comments 
concerning  the  sub-unit’s  operation. 

(2)  State  agencies  shall  promptly 
forward  review  findings  to  the 
appropriate  State  office  for  analysis, 
evaluation,  and  corrective  action 
planning.  Review  worksheets  shall  be 
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retained  in  an  orderly  fashion  and  made 
available  to  FNS  upon  request. 

Subpart  D— Data  Analysis  and 
Evaluation 

§  275.15  Data  management 

(a)  Analysis.  (1)  Analysis  is  the 
process  of  classifying  data,  such  as  by 
areas  of  program  requirements  or  use  of 
error-prone  profiles,  to  provide  a  basis 
for  studying  the  data  and  determining 
trends  including  significant 
characteristics  and  their  relationships. 

(2)  Error-prone  profiles,  (i)  An  error- 
prone  profile  is  the  product  of  a 
statistical  analysis  of  quality  control 
data.  Its  objective  is  the  identification  of 
clusters  of  cases  characterized  by 
particular  caseworker,  socio-economic, 
or  other  household  traits  which  have  a 
high  probability  of  agency  or  participant 
error.  In  its  simplest  form,  a  profile  is  a 
description  of  characteristics  which  are 
most  strongly  associated  with  errors. 
With  this  information,  attention  can  be 
focused  on  areas  where  errors  are  most 
likely  to  occiu*. 

(ii]  Any  State  agency  that  prepares  an 
error-prone  profile  and  any  State  agency 
that  is  provided  an  error-prone  profile 
by  FNS  shall  use  the  profiles  as  part  of 
the  data  analysis  process  to  provide  a 
basis  for  the  formulation  and  evaluation 
of  corrective  action. 

(3)  Although  quality  control  is 
designed  to  produce  Statewide 
estimates  of  the  frequency  and  cost  of 
errors,  it  can  also  provide  useful 
information  about  smaller  areas  within  * 
the  State.  In  addition  to  the  analysis  of 
the  Statewide  quality  control  sample. 
States  shall  examine  the  quality  control 
review  findings  from  project  areas  with 
an  average  monthly  participating 
caseload  in  excess  of  35,000  households 
and  incorporate  the  results  in  its 
corrective  action  planning.  QC  samples 
in  project  areas  with  caseloads  of  35,000 
or  more  are  large  enough  to  allow 
projection  of  findings  with  a  reasonable 
degree  of  reliability.  States  may  also 
examine  QC  data  from  smaller  project 
areas. 

(b)  Evaluation.  Evaluation  is  the 
process  of  determining  the  cause(s]  of 
each  deficiency,  magnitude  of  the 
deficiency,  and  geographic  extent  of  the 
deficiency,  to  provide  the  basis  for 
planning  and  developing  effective 
corrective  action. 

(c)  Each  State  agency  must  analyze 
and  evaluate  at  the  State  and  project 
area  levels  all  management  information 
sources  available  to: 

(1)  Identify  all  deficiencies  in  program 
operations  and  systems; 

(2)  Identify  causal  factors  and  their 
relationships; 


(3)  Identify  magnitude  of  each 
deficiency,  where  appropriate  (This  is 
the  fi'equency  of  each  deficiency 
occurring  based  on  the  number  of 
program  records  reviewed  and  where 
applicable,  the  amount  of  loss  either  to 
the  program  or  participants  or  potential 
participants  in  terms  of  dollars.  The 
State  agency  shall  include  an  estimate 
of  the  number  of  participants  or 
potential  participants  affected  by  the 
existence  of  the  deficiency,  if 
applicable); 

(4)  Determine  the  geographic  extent  of 
each  deficiency  (e.g..  Statewide/ 
individual  project  area  or  management 
unit);  and, 

(5)  Provide  a  basis  for  management 
decisions  on  planning,  implementing, 
and  evaluating  corrective  action. 

(d)  Management  information  sources 
which  shall  be  used  in  the  data  analysis 
and  evaluation  process  at  the  State 
agency  and  project  area  levels  include 
but  are  not  limited  to:  Quality  control 
reviews;  error-prone  profiles; 
administrative  cost  reviews; 
management  evaluation  reviews 
including  State  agency  monitoring  of  the 
effectiveness  of  corrective  action  efforts; 
FNS  reviews  and  assessment  of  State 
operations;  civil  rights  review 
summaries;  audits;  investigation 
summaries;  corrective  action  plans; 
outreach  plans  and  reports;  information 
obtained  from  the  State's  complaint 
procedures;  fair  hearing  findings;  credits 
for  lost  benefits;  fiscal  claims  against 
participants;  participant  prosecutions; 
court  suits;  work  registration/job  search 
reports;  racial/ethic  data  reports; 
coupon  accountability  reports;  budget 
and  expense  reports;  mail  issuance 
replacement  reports;  comments  from 
participants,  advocacy  groups,  and  other 
interested  parties. 

(e)  In  the  evaluation  of  data, 
situations  may  arise  where  the  State 
agency  identifies  the  'existence  of  a 
deficiency,  but  after  reviewing  all 
available  management  information 
sources  sufficient  information  is  not 
available  to  make  a  determination  of  the 
actual  causal  factor(s),  magnitude,  or 
geographic  extent  necessary  for  the 
development  of  appropriate  corrective 
action.  In  these  situations,  the  State 
agency  shall  be  responsible  for 
gathering  additional  data  necessary  to 
make  these  determinations.  This  action 
may  include,  but  is  not  limited  to, 
conducting  additional  full  or  partial  ME 
reviews  in  one  or  more  project  areas/ 
management  imits  or  discussions  with 
appropriate  officials. 

(f)  Deficiencies  identified  hrom  all 
management  information  sources  must 
be  analyzed  and  evaluated  together  to 
determine  their  causes,  magnitude,  and 


geographic  extent.  Causes  indicated  and 
deficiencies  identified  must  be 
examined  to  determine  if  they  are 
attributable  to  a  single  cause  and  can  be 
effectively  eliminated  by  a  single  action. 
Deficiencies  and  causes  identified  must 
also  be  compared  to  the  results  of  past 
corrective  action  efforts  to  determine  if 
the  new  problems  arise  fi'om  the  causa' 
factors  which  contributed  to  the 
occurrence  of  previously  identified 
deficiencies. 

(g)  Data  analysis  and  evaluation  must 
be  an  ongoing  process  to  facilitate  the 
development  of  effective  and  prompt 
corrective  action.  The  process  shall  also 
identify  when  deficiencies  have  been 
eliminated  throu^  corrective  action 
efforts,  and  shall  provide  for  the 
reevaluation  of  deficiencies  and  causes 
when  it  is  determined  that  corrective 
action  has  not  been  effective. 

Subpart  E— Corrective  Action 

§  275. 16  Corrective  action  pianning. 

(a)  Corrective  action  planning  is  the 
process  by  which  State  agencies,  with 
FNS  approval,  shall  determine 
appropriate  actions  to  reduce 
substantially  or  eliminate  deficiencies  in 
program  operations  and  provide 
responsive  service  to  eligible 
households. 

(b)  The  State  agency  and  project 
area(s] /management  unit(s),  as 
appropriate,  shall  implement  corrective 
action  on  all  identified  deficiencies. 
There  are  two  kinds  or  corrective  action: 
Remedial,  by  which  past  errors  in 
individual  cases  are  recertified  through 
issuance  of  retroactive  benefits,  sending 
claim  determinations,  etc.,  and 
preventive,  by  which  patterns  of 
deficiencies  are  corrected  in  such  a  way 
that  they  do  not  recur.  Most  planning 
will  involve  the  latter  kind.  In  planning 
corrective  action,  the  State  agency  shall 
determine  if  correction  of  the  deficiency 
requires  action  by  the  State  agency,  the 
project/management  unit,  or  Ae 
combined  efforts  of  both.  Deficiencies 
requiring  action  by  the  State  agency  or 
the  combined  efforts  of  the  State  agency 
and  the  project  area(s)/management 
unit(s)  in  the  pianning,  development, 
and  implementation  of  corrective  action 
are  those  which: 

(1)  Result  fi'om  State  agency  causal 
factors  (e.g.,  inadequate  or  incorrect 
manuals,  training  materials,  or 
operational  guidelines;  inadequate  State 
staff;  problems  with  Statewide  computer 
system;  problems  with  Statewide  mail 
issuance  system); 

(2)  Constituts  a  Statewide  trend 
(States  shall  review  all  data  sources  at 
least  semiannually  to  identify  any 
patterns  of  deficiencies  which  might 


15910 


Federal  Register  /  Vol.  45,  No.  49  /  Tuesday,  March  11,  1980  /  Rules  and  Regulations 


constitute  a  Statewide  trend.  When  the 
State  determines  that  during  the  period 
being  reviewed  a  deficiency  has  been 
occurring  in  a  significant  number 
(usually  25  percent]  of  the  State’s  total 
project  areas/management  units  or  of 
the  local  certification  or  issuance  offices 
if  the  State  has  only  one  FNS  designated 
project  area,  the  State  shall  determine 
whether  some  action  by  the  State  is 
needed  to  correct  the  deficiency.  If  the 
deficiency  meets  both  criteria,  the  State 
agency  shall  propose  consolidated 
corrective  action  at  the  State  level  for 
incorporation  into  the  State  corrective 
action  plan.  Upon  FNS  approval,  the 
deficiency  shall  remain  in  the  State 
corrective  action  plan  imtil  such  time  as 
the  consolidated  corrective  action  has 
been  completed  and  the  deficiency  has 
been  eliminated.]; 

(3]  Are  the  causes  for  a  cumulative 
allotment  error  rate  of  5  percent  or  more 
for  any  reporting  period  (Actions  to 
correct  errors  in  individual  cases, 
however,  shall  not  be  submitted  as  part 
of  the  State  plan.];  . 

(4]  Are  the  causes  of  other  errors/ 
deficiencies  detected  through  quality 
control,  including  error  rates  of  1 
percent  or  more  in  negative  cases  and 
rates  of  3  percent  or  more  of  a  specific 
type  of  administrative  deficiency,  except 
those  identified  in  §  275.12(b](l](iv](A], 
(B],  (C],  (D],  and  (£]  of  this  part  (Actions 
to  correct  errors  in  individual  cases, 
however,  shall  not  be  submitted  as  part 
of  the  State  plan.]; 

(5]  Are  identified  by  FNS  reviews  or 
USDA  audits  or  investigations  at  the 
State  agency  or  project  area  level 
(except  deficiencies  in  isolated  cases  as 
indicated  by  FNS]; 

(6]  Are  patterns  of  errors  identified  in 
large  project  areas/management  units 
(Isolated  occurrences  of  errors  as 
determined  by  the  State  shall  be 
excluded.];  and 

(7]  Result  from  5  percent  or  more  of 
the  State’s  QC  sample  being  coded  “not 
complete”  as  defined  in  §  275.12(b](2](i] 
of  this  part  due  to  an  inability  to  locate 
casefiles  and/ or  participants.  This 
standard  shall  apply  separately  to  both 
active  and  negative  samples.  Such 
corrective  action  shall  be  based  on  a 
thorough  investigation  to  determine  the 
cause  of  the  deficiency. 

(c]  The  State  agency  shall  ensure  that 
appropriate  corrective  action  is  taken  on 
all  deficiencies  including  each  case 
found  to  be  in  error  by  quality  control 
reviews  and  those  deficiencies  requiring 
corrective  action  only  at  the  project  area 
leveL.Moreover,  when  a  substantial 
number  of  deficiencies  are  identified 
which  require  State  agency  level  and/or 
project  area/management  unit 
corrective  action,  the  State  agency  and/ 


or  project  area/management  unit  shall 
establish  an  order  of  priority  to  ensure 
that  the  most  serious  deficiencies  are 
addressed  immediately  and  corrected  as 
soon  as  possible.  Primary  factors  to  be 
considered  when  determining  the  most 
serious  deficiencies  are: 

(1]  Magnitude  of  the  deficiency  as 
defined  in  §  275.15(c](3]  of  this  part; 

(2]  Geographic  extent  of  the 
deficiency  (e.g..  Statewide/project  area 
or  management  unit]; 

(3]  Anticipated  results  of  corrective 
actions;  and 

(4]  High  probability  of  errors 
occurring  as  identified  through  all 
management  evaluation  sources. 

(d]  In  planning  corrective  action,  the 
State  shall  coordinate  actions  in  the 
areas  of  data  analysis,  policy 
development,  quality  control,  program 
evaluation,  operations,  administrative 
cost  management,  civil  rights,  training, 
and  outreach  activities  to  develop 
appropriate  and  effective  corrective 
action  measures. 

§  275.17  State  corrective  action  pian. 

(a]  State  agencies  shall  prepare  a 
corrective  action  plan  addressing  those 
deficiencies  specified  in  §  275.16(b]  of 
this  part  as  requiring  action  by  the  State 
agency  or  the  combined  efforts  of  the 
State  agency  and  the  project  area(s]/ 
management  unit(s].  'This  corrective 
action  plan  is  an  open-ended  plan  and 
shall  remain  in  effect  until  all 
deficiencies  in  program  operations  have 
been  reduced  substantially  or 
eliminated.  Any  deficiencies  detected 
through  any  source  not  previously 
reported  to' FNS  which  require 
incorporation  into  the  State  Corrective 
Action  Plan  shall  be  submitted  to  FNS 
within  60  days  of  identification.  As 
deficiencies  are  reduced  substantially  or 
eliminated,  the  State  agency  shall  notify 
FNS  in  writing.  The  State  shall  be 
responsible  for  documenting  why  each 
deficiency  is  being  removed  from  the 
Plan.  The  removal  of  any  deficiency 
from  the  Plan  will  be  subject  to  FNS 
review  and  validation. 

(b]  Content.  State  corrective  action 
plans  shall  contain,  but  not  necessarily 
be  limited  to,  the  following,  based  on  the 
most  recent  information  available: 

(1]  Specific  description  and 
identification  of  each  deficiency; 

(2]  Source(s]  through  which  the 
deficiency  was  detected; 

(3]  Magnitude  of  each  deficiency,  if 
appropriate,  as  defined  in  §  275.15(c](3] 
of  this  part; 

(4]  Geographic  extent  of  the 
deficiency  (e.g..  Statewide/project  area 
or  management  unit — specific  project 
areas  in  which  the  deficiency  occurs]; 


(5]  Identification  of  causal  factor(s] 
contributing  to  the  occurrence  of  each 
deficiency, 

(6]  Identification  of  any  action  already 
completed  to  eliminate  the  deficiency; 

(7]  For  each  deficiency,  an  outline  of 
actions  to  be  taken,  the  expected 
outcome  of  each  action,  the  target  date 
for  each  action,  and  the  date  by  which 
each  deficiency  will  have  been 
eliminated;  and 

(8]  For  each  deficiency,  a  description 
of  the  manner  in  which  the  State  agency 
will  monitor  and  evaluate  the 
effectiveness  of  the  corrective  action  in 
eliminating  the  deficiency. 

§  275.18  Project  area/management  unit 
corrective  action  plan. 

(a]  The  State  agency  shall  ensure  that 
corrective  action  plans  are  prepared  at 
the  project  area/management  unit  level, 
addressing  those  deficiencies  not 
required  to  be  included  in  the  State  . 
corrective  action  plan.  State  agencies 
may  elect  to  prepare  these  plans  for  or 
in  cooperation  with  the  project  area. 
These  project  area/management  unit 
corrective  action  plans  shall  be  open- 
ended  and  shall  remain  in  effect  until  all 
deficiencies  in  program  operations  have 
been  reduced  substantially  or 
eliminated.  Any  deficiencies  detected 
through  any  source  not  previously 
reported  to  the  State  agency  which 
require  incorporation  into  the  Project 
Area/Management  Unit  Corrective 
•Action  Plan  shall  be  submitted  to  the 
State  agency  within  60  days  of 
identification.  As  deficiencies  are 
.'•educed  substantially  or  eliminated,  the 
project  area/management  unit  shall 
notify  the  State  agency  in  writing.  The 
project  area/management  unit  shall  be 
responsible  for  documenting  why  each 
deficiency  is  being  removed  from  the 
Plan.  The  removal  of  any  deficiency 
from  the  Plan  will  be  subject  to  State 
agency  and  FNS  review  and  validation. 

(b]  Content.  Project  area/management 
unit  corrective  action  plans  shall  contain 
all  the  information  necessary  to  enable 
the  State  agency  to  monitor  and 
evaluate  the  corrective  action  properly. 
Also,  State  agencies  shall  establish 
requirements  for  project  area/ 
management  units  in  planning, 
implementing  and  reporting  corrective 
action  to  assist  the  State  agency’s 
efforts  to  fulfill  its  responsibilities  for 
determining  which  deficiencies  must  be 
addressed  in  the  State  corrective  action 
plan.  States  should  consider  requiring 
project  area/manageinent  unit  plans  to 
include  the  following,  based  on  the  most 
recent  information  available: 

(1]  Specific  description  and 
identification  of  each  deficiency; 
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(2)  Source(s)  through  which  the 
deficiency  was  detected; 

(3)  Magnitude  of  each  deficiency,  if 
appropriate,  as  defined  in  §  275.15(c)(3) 
of  this  part; 

(4)  Geographic  extent  of  the 
deficiency  (throughout  the  project  area/ 
management  unit  or  only  in  specific 
offices); 

(5)  Identification  of  causal  factor(s) 
contributing  to  the  occurrence  of  each 
deficiency; 

(6)  Identification  of  any  action  already 
completed  to  eliminate  the  deficiency; 

(7)  For  each  deficiency,  an  outline  of 
actions  to  be  taken,  the  expected 
outcome  of  each  action,  the  target  date 
for  each  action,  the  date  by  which  each 
deficiency  will  have  been  eliminated; 
and 

(8)  For  each  deficiency,  a  description 
of  the  manner  in  which  the  project  area/ 
management  unit  will  monitor  and 
evaluate  the  effectiveness  of  the 
corrective  action  in  eliminating  the 
deficiency. 

§  275.19  Monitoring  and  evaiuation. 

(a)  The  State  agency  shall  establish  a 
system  for  monitoring  and  evaluating 
corrective  action  at  the  State  and  project 
area  levels.  Monitoring  and  evaluation 
shall  be  an  ongoing  process  to  determine 
that  deficiencies  are  being  substantially 
reduced  or  eliminated  in  an  efficient 
manner  and  that  the  program  provides 
responsive  service  to  eligible 
households. 

(b)  The  State  agency  shall  ensure  that 
corrective  action  on  all  deficiencies 
identified  in  the  State  Corrective  Action 
Plan  and  Project  Area/Management 
Unit  Corrective  Action  Plan  is 
implemented  and  achieves  the 
anticipated  results  within  the  specified 
time  frames.  The  State  agency  shall 
monitor  and  evaluate  corrective  action 
at  the  State  and  project  levels  through  a 
combination  of  reports,  field  reviews, 
and  examination  of  current  data 
available  through  program  management 
tools  and  other  sources. 

(c)  In  instances  where  the  State 
agency  and/or  the  project  area/ 
management  unit  determines  that  the 
proposed  corrective  action  is  not 
effective  in  reducing  substantially  or 
eliminating  deficiencies,  the  State 
agency  and/or  the  project  area/ 
management  unit  shall  promptly 
reevaluate  the  deficiency,  causes,  and 
the  corrective  action  taken,  and  develop 
and.implement  new  corrective  actions. 

§  275.20  ME  review  reports. 

(a)  Review  Schedules.  (1)  Each  State 
agency  shall  submit  to  the  appropriate 
FNS  Regional  Office  review  schedules 
for  performance  of  ME  reviews,  which 


shall  reflect  review  activity  beginning  90 
days  after  publication  of  these 
regulations. 

(2)  States  shall  submit  review 
schedules  for  each  classification  of 
project  areas/management  units  as 
follows: 

(i)  Large,  which  shall  cover  1  year  of 
review  activity; 

(ii)  Medium,  which  shall  cover  2  years 
of  review  activity:  and 

(iii)  Small,  which  shall  cover  3  years 
of  review  activity. 

(3)  As  identified  in  §  275.5(b)(1)  of  this 
part,  under  certain  circumstances  small 
project  areas  must  be  reviewed  more 
often  than  once  every  three  years.  States 
shall  include  the  appropriate  small 
project  areas  in  the  schedule  for  medium 
or  large  project  areas. 

(4)  Each  schedule  shall  identify  the 
number  of  project  areas/management 
units  in  the  classification  and  list, 
beginning  90  days  after  publication  of 
these  regulations,  each  project  area  to 
be  reviewed  either  by  month  or  by 
quarter. 

(5)  Initial  review  schedules  must  be 
submitted  for  approval  to  the 
appropriate  FNS  Regional  Office  so  that 
they  will  be  received  no  later  than  90 
days  following  publication  of  these 
regulations.  Subsequent  schedules  shall 
be  received  by  FNS  60  days  prior  to  the 
date  a  current  schedule  becomes 
obsolete.  These  schedules  must  ensure 
that  all  project  areas/management  units 
will  be  reviewed  within  the  required 
time  limits. 

(6)  States  shall  notify  the  appropriate 
FNS  Regional  Office  of  all  changes  in 
review  schedules. 

(7)  States  should  make  every  effort  to 
schedule  ME  reviews  of  those  project 
areas  which  experience  significant 
influxes  of  migratory  workers  to 
coincide  with  such  migrations. 

§  275.21  Quality  control  review  reports. 

(a)  States  shall  report  the  monthly 
progress  of  sample  selection  and 
completion  on  the  Form  FNS-248, 
Statistical  Summary  of  Sample 
Disposition.  This  report  shall  be 
submitted  to  FNS  so  that  it  is  received 
no  later  than  10  days  after  the  end  of 
each  month.  Each  report  shall  reflect 
sampling  and  review  activity  for  the 
previous  month. 

(b)  States  shall  submit  the  edited 
results  of  all  quality  control  reviews  on 
the  Forms  FNS-247-1,  Statistical 
Summary  of  Sample  Distribution,  FNS- 
247-2,  Distribution  of  Variances  by  Type 
of  Agency  and  Participant  Error,  247-3, 
Distribution  of  Variances  by  Element, 
247-4,  Distribution  of  Administrative 
Deficiencies.  These  reports  shall  be 
submitted  to  FNS  so  they  are  received 


no  later  than  95  days  from  the  end  of 
each  reporting  period.  Data  received  by 
FNS  later  than  95  days  from  the  end  of 
each  reporting  period  will  not  be 
processed  and  will  not  be  reflected  in 
the  States*  completed  quality  control 
sample.  Every  case  selected  in  the 
active  or  negative  sample  must  be 
accounted  for  and  reported  to  FNS, 
including  cases  not  subject  to  review, 
not  completed,  and  completed. 

§  275.22  State  corrective  action  plans. 

(a)  The  first  State  Corrective  Action 
plan  prepared  in  accordance  with  the 
new  regulations  shall  be  submitted  to 
FNS  for  approval  so  that  it  is  received 
within  90  days  of  publication  of  these 
regulations.  Subsequent  to  the  approval 
of  the  original  plan,  proposed  corrective 
action  for  all  deficiencies  identified  as 
requiring  State  agency  level  action  or 
combined  State  and  project  level  action 
shall  be  received  by  FNS  for  approval 
within  65  days  after  identification.  FNS 
may,  when  warranted,  require  State 
agencies  to  develop,  submit,  and 
implement  corrective  actions  at  any 
point  within  the  60-day  development 
period.  The  State  corrective  action  plan 
and  all  subsequent  amendments  shall  be 
signed  by  either  the  State  Welfare 
Commissioner  or  a  designated  official 
who  has  the  authority  to  effect 
corrective  action. 

(b)  State  agencies  shall  advise  FNS 
immediately  upon  becoming  aware  that 
previously  reported  corrective  actions 
will  not  be  effective  in  eliminating  a 
deficiency  or  projected  target  dates  will 
not  be  met.  State  agencies  will  then 
submit  an  update  to  the  corrective 
action  plan  so  that  it  is  received  by  FNS 
within  66  days.  When  the  reasons  for 
inadequate  corrective  actions  are 
unacceptable  to  FNS,  the  warnings 
specified  in  Part  276  will  be  applied. 

§  275.23  Administrative  procedure. 

Reports  on  program  performance  are 
intended  to  provide  the  State  an 
opportunity  to  determine  compliance 
with  program  requirements,  identify  and 
resolve  emerging  problems,  and  assess 
the  effectiveness  of  actions  that  have 
been  taken  to  correct  existing  problems. 
States'  reports  enable  FNS  to  assess  the 
nationwide  status  of  eligibility  and  basis 
of  issuance  determinations,  to  ensure 
State  compliance  with  Federal 
requirements,  to  assist  States  in 
improving  and  strengthening  their 
programs,  and  to  develop  Federal 
policies.  Reports  must  be  submitted  in 
duplicate  to  the  appropriate  FNS 
Regional  Office  according  to  the  time 
frames  established  in  §  §  275.20,  275.21, 
and  275.22  of  this  part. 
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Subpart  G— Program  Performance 

§  275.25  Determination  of  State  agency 
program  performance. 

(a)  FNS  shall  determine  the  efficiency 
and  effectiveness  of  a  State’s 
administration  of  the  Food  Stamp 
Program  by  measuring:  (1)  State 
compliance  with  the  standards 
contained  in  the  Food  Stamp  Act, 
Regulations,  FNS-approved  State 
manuals  and  the  State  Plan  of 
Operation:  and  (2)  State  efforts  to 
improve  program  operations  through 
corrective  action. 

(b)  This  determination  shall  be  made 
based  on:  (1)  Reports  submitted  to  FNS 
by  the  State;  (2)  FNS  reviews  of  State 
agency  operations;  (3]  State 
performance  reporting  systems  and 
corrective  action  efforts;  and  (4)  other 
available  information  such  as  Federal 
audits  and  investigations,  civil  rights 
reviews,  administrative  cost  data, 
complaints,  and  any  pending  litigation. 

(c)  Federal  Enhanced  Funding.  (1) 
Before  making  enhanced  funding 
available  to  a  State  agency  which 
reports  a  cumulative  allotment  error  rate 
of  less  than  5  percent  with  respect  to 
basic  program  eligibility,  overissuance, 
and  underissuance  of  coupons  as 
determined  by  quality  control,  FNS  will; 

(1)  Validate  the  State’s  reported 
cumulative  allotment  error  rate  as 
provided  in  Subpart  A  of  this  Part  to 
ensure  an  error  rate  of  less  than  5 
percent; 

(ii)  Ensure  that  the  sampling 
techniques  used  by  the  State  are  FNS- 
approved  procedures  as  established  in 
Subpart  C  of  this  part;  and  > 

(iii)  Validate  the  State’s  quality 
control  completion  rate  to  ensure  that 
the  rate  is  at  the  level  required  by 

§  275.11(f)  of  these  regulations. 

(2)  After  completion  of  the>activities 
specified  in  paragraph  (c](l]  of  this 
section  by  FNS  and  a  determination  that 
the  State’s  error  rate  is  in  fact  less  than 
5  percent,  a  State  agency’s  Federally 
funded  share  of  administrative  costs 
shall  be  increased  to  60  percent  for  the 
QC  review  period  in  which  the  State’s 
error  rate  is  less  than  5  percent. 

(3)  States  entitled  to  enhanced  funding 
shall  receive  such  funding  on  a 
retroactive  basis  only  for  the  review 
period  in  which  their  cumulative 
allotment  error  rates  are  less  than  5 
percent.  The  procedures  for  enhanced 
funding  are  described  in  Part  277. 

Note. — This  final  rule  has  been  reviewed 
under  USDA  criteria  established  to 
implement  Executive  Order  12044  “Improving 
Government  Regulations,”  and  has  been 
classified  “significant.”  An  approved  Final 
Impact  Statement  is  available  from  Alberta 
Frost,  Deputy  Administrator  for  Family 


'  Nutrition  Programs,  Food  and  Nutrition 
Service,  USDA,  Washington,  DC  20250. 

Reporting  and  recordkeeping  burdens 
associated  with  this  regulation  have  been 
submitted  to  OMB  for  approval  and  are  not 
enforceable  until  that  approval  is  received. 
(Catalog  of  Federal  Domestic  Assistance 
Programs  No.  10.551,  Food  Stamps) 

Dated:  March  6. 1980. 

Carol  Tucker  Foreman, 

Assistant  Secretary  for  Food  and  Consumer 
Services. 

[FR  Doc.  80-7491  Filed  3-10-60.  8:45  am] 
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